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The first issue of The Economist was dated September 2, 1843. Had the centenary 
fallen in peacetime, a large special issue could have been published, in which full 
commemoration could have been made. In wartime, when paper restrictions make 
no exceptions for centenaries, this cannot be, and the present modest issue—rather 
smaller than an average peacetime issue of The Economist—has only been made 
possible by hard-hearted stinting of paper week by week. 


It was thought wrong to allow these transient embarrassments to abbreviate 
the record of the past, and a collection of essays dealing with The Economist’s 
first century has accordingly been published as a book, of which an announcement 
will be found elsewhere. 


There remained, however, the problem of what use to make of the few pages 
that could be scraped together for this issue. After much thought it was decided 
to include two articles on the past history and the present policy of the paper— 
the former wholly and the latter partly -based on the centenary volume—but not 
to attempt here any further record of the past. This is, after all, the first issue of 
the second century, not the last of the first century. The bulk of this special issue is 
therefore devoted to a collection of articles that look forward rather than back. 
There is, in these articles, no attempt at completeness, though something is included 
for nearly all of The Economist’s many interests. Each article is self-contained and 
the whole is neither a platform nor a manifesto—and still less a prophecy. Every 
one of them has been written by the staff of The Economist, whose instructions 
were simply to project their minds forward on some specific subject of peg: opens 
concern. The purpose is to provide present readers of The Economist with rs or 
thought on the problems of the post-war world—and to give the — of 2043, 
when they come to celebrate the second century, a cross-section of the a S 
present views which they will be able to compare with those of James Wilson, 


the first editor. 
ith i “Notes of the Week” an 
The events of the present week are dealt with in the } : 
“Business Notes ” ake, which begin on page 334- American Survey ”’ and 
“ The World Overseas ” do not appear this week. 
The Economist has many strengths. But by far the greatest of them is the loyalty 


half of his predecessors 
f its readers. The present Editor, on be ( 
wn penal less than of himself, takes this opportunity of rendering 


thanks to the multitude of The Economist’s friends. 
In the great caravan of human affairs, the journal of opinion, if it be humble 


and honest, has its place. The Economist has stayed with the caravan for longer than 
is given to most. It hopes to stay a great while longer. 
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1843—1943 


The First Hundred Years 


The Founding Family 


HE first number of The Economist, or the Political, 
Commercial, Agricultural and Free Trade Journal, 
a weekly publication, appeared on September 2, 1843, 
one hundred years and two days by the calendar before 
the date of this, the 5,219th number. The paper’s first 
editor was James Wilson, founder and sole owner: the 
second editor was Walter Bagehot, Wilson’s son-in-law ; 
and The Economist “ owes its birth, upbringing, gradua- 
tion and establishment” to the Wilson family. James 
Wilson, banker, politician, publicist and financial expert, 
was a distinguished public - figure. He was several 
times Member of Parliament, and was successively 
Financial Secretary to the Treasury, Paymaster-General 
and Finance Member of the Council of India ; it was he 
whom the Chancellor of the Exchequer called to his side 
in 1857 when he conferred with representatives of the 
Bank of England on the crisis in British finances ; and his 
budgetary reforms, carried through in the closing months 
of his life, became the basis of the finances of India. 
The Economist has been Wilson’s fitting monument. 
Walter Bagehot, Wilson’s discovery and chosen suc- 
cessor, waS a great man, a great thinker, a great critic, 
and a great journalist. He came to write for Wilson on 
banking in 1857, married Eliza, Wilson’s eldest daughter, 
in 1858, and in 1859 took charge of The Economist 
(under the nominal supervision of Richard Holt Hutton 
of the Spectator) when Wilson went to the work in India 
that proved to be his last activity. In 1860, when Wilson 
died, Bagehot was confirmed as editor ; and, until he died 
in 1877, his editorship of The Economist was the pivot 
of a famous career that spanned the whole of Victorian 
life and letters. There is no more significant pointer to 
the nature of the man and his age than the fact that the 
author of The English Constitution, Physics and Politics, 
Lombard Street and Literary Studies, the adviser of 
Ministers, the associate of all men of light and leading, 
and the active vice-chairman of the Stuckey Somersetshire 
Banking Company, the largest private bank of issue in 
England, was first and foremost The Economist's editor. 
Lord Bryce called him one of the finest minds of a great 
and remarkable generation “which included Charles 
Darwin, Lord Tennyson, Lord Kelvin, Clerk Maxwell, 
Thomas Huxley, and John Stuart Mill.” Mr. Gladstone 
claimed gratefully that he had enjoyed “the advantage 
of frequent and free communication with him on all 
matters of finance and currency.” Matthew Arnold praised 
among all his qualities “ his concern for the simple truth, 
and it was this concern that caused Bagehot to write 
Lombard Street, as Lord Keynes once put it, “ to knock 
two or three fundamental truths into the heads of City 
magnates”; to write The English Constitution to knock 
two or three other fundamental truths into the heads of 
politicians ; and to furnish The Economist, not only 
with a brilliant series of leaders, year in and year out, 
on political and economic topics, but also with a unique 
apparatus of statistical technique and analysis. — 
ilson’s Economist was described by Frédéric Bastiat, 
two years after its foundation, as “a precious collection 
of facts, doctrine and experience mutually supporting each 
other”; and the paper’s unique character and reputation 
were made in the single generation between its founda- 
tion and the death of Bagehot. Throughout The 
Economist's history, the greatest progress in its statistics 
and economics has been made by the editors who have 
concerned themselves most also with political, social, 


international and general topics. The founder and his son- 
in-law struck this note from the start. They shared a 
passion for facts ; but they shared, too, a passion for indi- 
vidual liberty and the common interest and a broad 
interest in the whole range of public affairs. 

James Wilson not only designed and launched this 
paper ; he gave it a charter, sailing orders and a course 
to steer that are all still valid ; and he left it furnished, 
through the piety of his family, with a lasting safeguard 
against misdirection and wreck. For eighty-five years 
The Economist was a family business. At his death the 
founding father bequeathed it in trust to his six daughters, 
and handed on its editorship to his son-in-law. To the 
fact that, for sixty-eight more years, The Economist 
remained the property in trust of the Wilson family, the 
paper has owed its complete independence of any interest 
or party. Wilson’s daughters lived long and cared much 
for their Economist ; Mrs Bagehot, the eldest, died in 
1921 ; the last to go, Mrs Barrington, who wrote bio- 
graphies of both Wilson and Bagehot, died only ten years 
ago. There is no more picturesque feature in the history 
of any newspaper than the gentle proprietorship of these 
long-lived ladies. 

When the reign of “the dear old ladies” (as Francis 
Hirst called them) and their descendants came to an end 
with the sale of The Economist in 1928, after the original 
property had been broken by death and descent into a 
complicated series of subsidiary trusts, the Wilsons did 
their duty to the last. Arrangements were made with the 
purchasers to keep the paper’s editorial independence 
intact, for it was realised that “if the control of The 
Economist were to pass either to a newspaper group or 
to any particular financial interest, a reputation built up 
on independence of judgment and unfettered criticism 
would be jeopardised.” Half the voting shares in the new 
company, The Economist Newspaper, Limited, went to 
Financial Newspaper Proprietors, Limited (now The 
Financial News, Limited), and half to a strong group of 
individual shareholders ; and a Board of Independent 
Trustees was appointed, not only with the right (pew- 
sessed by other newspaper trusts) to veto transfers of 
voting shares, but also with the power to veto the appoint- 
ment or dismissal of editors—a fresh step forward in the 
maintenance of independent journalism. All those who 
have read, directed or written for The Economist in the 
course of its first hundred years have owed what they 
have prized to the Wilson family ; and it is a debt that 
should be deeply underlined in this centenary 1ssue. For 
a century, The Economist has been no man’s creature but 
James Wilson’s ; the present editor is as free as the founder 
from financial control or pressure, and he, as much .as 
James Wilson himself, is solely responsible for the policy 


of his paper. 


A Sound Property 


s a sound property that James Wilson handed on 
to _ een and successors. By founding The 
Economist to be “a medium of _Practical usefulness to 
commerce, manufacturers and agriculture ” and “ to $0 
bine with these the political and general views 0 - 
week,” to be read mostly by the business men who he 
the balance and directed the development of Victorian 
England, but to cover, as well as business matters, every 
topic at home and abroad in which an intelligent business 
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man might take an interest, he staked out a claim ” world 
journalism that has never been jumped. The arnt 
was, as its extended title showed only a few months a ber 
its foundation, a Political, Literary and General arate 
paper, as well as the Weekly Commercial Times, — 
Gazette and Railway Monitor. It was, and 1s, a Journ? 
of public affairs with its own special approach, the . age 
tative approach of the political economist, trained to try 
every argument or doctrine by reference to facts and 
figures. Its readership, though always influential, has never 
been large. The immense influence of Bagehot’s Economist 
everywhere English was read was derived from a 
circulation in the neighbourhood of 3,000; and the 
world-wide esteem of the paper in the years before 
this war was built upon the sale of some 10,000 
copies a week. The outbreak of war in 1939, and 
the extension of the conflict in 1940-41, lost to The 
Economist nearly a quarter of its total sale. But this has 
been recouped during the war by increased circulation 
in Great Britain and in other countries that are still free, 
and in August, 1943, the last month of the hundred years, 
the circulation just exceeded the pre-war record. 

Yet there was no year in the century in which The 
Economist did not pay its way. It has never “made 
money.” Its profits have always been small, often well 
below the ruling rate in other businesses, but they have 
never failed, for, from the start, The Economist met a need 
which has never been met elsewhere. James Wilson drew 
a winning ticket in the lottery of journalism by founding 
a paper whose contents were to be based upon, though 
not bounded by, a systematic weekly survey of economic 
data at the very beginning of a century in which the 
economic aspect of social, political and international 
relations was to be the dominant theme. He and Bagehot 
provided industrial Britain with a continuous chronicle 
of commercial, industrial and financial intelligence illu- 
minated by shrewd, principled and educated comment. 
The Economist was, and is, a sound property because 
this journalistic formula has proved a good business pro- 
position. The people who counted in Victorian England 
welcomed eagerly a paper whose function was to record, 
measure, analyse, expound and interpret facts ; to set its 
long-term assessments of political, economic and social 
trends against the short-term preoccupations of politicians 
and business men ; to plot and chart trading, manufac- 
turing and investing England, with developing techniques 
of measurement as trade, industry, transport and finance 
grew and ramified ; and to state, from its own special 
vantage point, what its editors believed to be the dictates 
of right conduct and wise action in public affairs. 

Not even the best of intentions on the part of James 
Wilson’s descendants and successors could have kept 
The Economist alive and independent for a hundred years 
= nip had not paid its way. Nor was it enough for 

rpose to give a small though influential circle of 
seep cca Be on in cael aes 
it is another proof of the renting "of The Econ oes 
founder that l mtb 2 Shonen nt 
- » as early as 1847, he saw straight to the heart 
a como pact en rain, 
ucie, Wilson wrote “Whether a journal 
can be sold to its readers for a penny or sixpence with 
profit to its proprietors depends, therefore, on the revenue 
it can obtain from advertisers. In addition to the financial 
and other advantages which advertising conf, 
ao j A a ng confers on the 
ernment and the public, it sustains in wealth and 


independence that press which is th . 
public liberty.” i: is the best guardian of the 


The Formula and the Tradition 


“The old delusions of seclusion, exclusion, 


: ) : restriction 
interference and protection are waxing old, and are even 
now ready to vanish away.” James Wilson wrote these 


words in the first issue of his paper. He found 

Economist “in order to further ioe code peteidiea™ 
and in particular to secure the repeal of the Corn Laws 
But, although he had the moral backing of Cobden, 
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Bright and the Anti-Corn Law League and the financial 
support of Lord Radnor, Wilson did not permit the paper 
to be the League’s propaganda sheet. To business men 
at home and intellectuals abroad, The Economist spoke 
from the outset for the shrewd, hard-headed British 
liberalism which was the most dynamic element in the 
political thinking of that generation. The Corn Laws 
were repealed three years after the paper’s foundation, 
but The Economist went on. “ Wilson’s life ended.” 
Bagehot wrote in 1860, “at the moment when the ideas 
and doctrines he had so fully expounded had acquired 
the fullest acceptance in England, and were about to be 
applied in some measure throughout Europe.” But, 
though its initial programme had, apparently, been suc- 
cessful, The Economist’s usefulness was not ended. The 
tradition and the formula of Wilson and Bagehot remain 
undulled to-day. 

Probably never has a newspaper been so well begun. 
Wilson laid the foundations. He stated the doctrine of 
free trade, low costs, cheap food, free enterprise, 
prosperity and peace. He attacked the view that 
“ because good trade was accompanied by high prices, the 
recipe for prosperity must be price-raising on the basis of 
inconvertible notes ”; and opposed both the theory of the 
Bank Charter Act and the arguments of its critics. 
He rested his opinions of trade and finance upon the 
facts which he displayed in full to his readers—the weekly 
statement of “prices of Government Funds, Foreign 
Securities and Stocks and of the various descriptions of 
Joint Stock Companies in Great Britain and Ireland, with 
the most recent information respecting the same”; 
the Railway Monitor surveying every week the statis- 
tics and problems of railway building and finance : 
the Weekly Commercial Times reporting the state of 
the markets; the Board of Trade Returns, in full; 
the Bankers’ Gazette setting out all the relevant 
figures of money and banking. Here was the basis 
of Wilson’s views on economic trends at home and 
political trends abroad. He supported political reform in 
order to remove impediments to trade and enterprise. 
But, until his collaborator, Nassau Senior, persuaded him 
that the unrest of oppressed European peoples might be 
more dangerous to social and economic progress than 
drastic political changes, he opposed political revolution 
because of its threat to business stability and international 
commerce. 


Wilson to Bagehot 


Wilson had three chief aides: Herbert Spencer, who 
was assistant editor from 1846 to 1853 ; Nassau Senior. 
the economist, who wrote leading articles on foreign 
affairs and foreign policy for over a decade, organised a 
remarkable intelligence service on the Continent and was 
responsible for The Economist’s attitude to post-1848 
Europe, to Austrian and Russian Imperialism, to the 
Eastern Question and to Napoleon III; and Walter 
Bagehot. Bagehot, in his turn, was no less well: served. 
Senior continued to write for him until his death in 
1864; William Newmarch, economist and statistician, 
was collaborator in the great advance made in statistical 
technique during Bagehot’s editorship ; the statistician, 
Robert Giffen, was Bagehot’s assistant editor and right 
hand man from 1868 to 1876 ; Daniel Connor Lathbury. 
who was to write for The Economist for over thirty years 
and to be joint editor for six, wrote leading articles. 

It is impossible to summarise in this short space 
Bagehot’s contribution to The Economist’s growth. The 
scope of the paper’s scrutiny now became the whole of the 
economy. Its technique of recording data became expert. 
specialised and unrivalled. To Wilson’s records and 
statistics, Bagehot added the “Investor’s Monthly 
Manual,” which not only provided full facts and figures 
about all investment matters, but also interpreted and took 
stock, month by month, of every trend in the market, 
against the social, political, economic and international 
background ; the “Annual Commercial History and 
Review,” which reported year after year, in uniform style, 
the course of business in every trade and industry and 
every district ; the “Joint Stock Banking (later simply 
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‘Banking’) Supplement,” which surveyed banking as 
the “ Manual ” and “ History ” did investment and trade. 
though less fully; and, experimentally, a “Budget 
Supplement” which described the public finances, 

The Economist has been a pioneer in the use as well 
as the presentation of statistics, and under Bagehot the 
Index of Wholesale Prices began a long story of achieve- 
ment. The Economist was the first newspaper to publish 
regularly a price index comparing prices at different dates, 
and the Index still appears fortnightly, though not in its 
original form. This was the chief contribution of William 
Newmarch to Bagehot’s Economist ; he had begun to 
calculate indices of various commodity prices in 1859, and 
had been followed by Jevons, who used the prices quoted 
in The Economist as the basis of his calculations ; from 
1864 Newmarch’s indices were published regularly in 
The Economist, and in 1868 they were added together to 
make a crude composite index, based on the years 1845- 
1850. 

For Bagehot, as for Wilson, facts and figures were raw 
material, the beginning not the end of argument, the 
yardstick by which to test the doctrines of the day. 
Never were two editors less doctrinaire. Bagehot was 
above all a realist, especially in his treatment of foreign 
affairs. But his main province as a leader-writer was at 
home ; British interests and British affairs, especially those 
of the markets, came first. He explained the nature and 
significance of the money market in the style of 
“Lombard Street”; he wrote regularly on limited lia- 
bility, on the defects of company managements and the 
excesses of finance companies. He attacked the “ laxity 
and easiness” of the policy of the Bank of England, for 
he regarded the Bank’s policy of following instead of lead- 
ing the market as “a recipe for making panics.” He 
emphasised always, in politics as in economics, in govern- 
ment as in banking, manufacture and commerce, that 
“sound practice never could be secured by ready-made 
rules, but only by leaving men free to learn, with full 
personal responsibility, the policies which would best 
serve their long-term interests.” 


Consolidation 


The death of Walter Bagehot ended an epoch in the 
story of The Economist. Not again until the reign of 
Sir Walter Layton (1922 to 1938) was progress of the 
same order made. After Bagehot the story falls into four 
distinct stages: the interregnum from 1877 to 1883, when 
R. H. Inglis Palgrave, the economist and statistician, shared 
the editorship with Daniel Connor Lathbury, who probably 
wrote leading articles for The Economist for a longer period 
than any other man; the humdrum period of consolidation 
under the “ business” editorship of Edward Johnstone, 
the first trained City journalist tc be editor of The 
Economist and the longest in office (1883-1907) ; the 
period of Francis Wrigley Hirst (1907-1916) and Hartley 
Withers (1916-1921), when the former’s notable attempt 
(0 revive and restore the catholic, humane and expert 
tradition of Wilson and Bagehot was defeated by the 
First World War and its aftermath ; and the period of 
recovery and reconstruction under Sir Walter Layton. It 
may be that a fifth period, one of great opportunities and 
high responsibilities, is already beginning, ushered in by 
the Second World War. 

To say that the earliest and latest chapters of the story 
are outstanding is not to decry the achievements of the 
editors and writers who came between. Palgrave’s mone- 
tary and statistical expertise advanced both the doctrine 
and the technique of the paper in its special fields. It was 
in his editorship that the first attempt was made to 
measure the terms of overseas trade, that is, to ascertain 
how far changes in the value of exports and imports were 
due to changes in price and how far to changes in volume; 
and many of Palgrave’s articles on the technical problems 

the money market “have become incorporated in the 
standard literature of banking.” ; 

When, in 1878, The Economist published its first 
calculations of the terms of trade, it is probable that 
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Robert Giffen, who had been Bagehot’s devoted assistant 
and statistician until he went to the Board of Trade in 
1876, had helped in the work. Giffen, indeed, would have 
been Bagehot’s obvious successor. Instead, he remained 
at the Board of Trade and assisted in founding The 
Statist in 1878. It was the fact that Giffen was not chosen 
to edit The Economist in 1877 that left the gap which 
was filled by the joint editorship of Palgrave and Lath- 
bury. During this interregnum the routine burden of 
editing and management was borne by A. J. Wilson, the 
assistant editor, a financial expert who was to found the 
Investors Review in 1891. For the greater part of its 
history The Economist’s staff was minute, and the suc- 
cessive editors owed an immense amount to the com- 
pendious labours of individual assistants such as Spencer 
under Wilson, Giffen under Bagehot, A. J. Wilson under 
Palgrave/Lathbury and Walter William Wright under 
Johnstone. Apart trom salaried assistants, there were also 
the regular outside contributors, such as Bagehot under 
Wilson, Senior under Wilson and Bagehot, Newmarch 
under Bagehot and Herbert Asquith and Alfred Milner 
under Palgrave/Lathbury and Johnstone. 


A New Start 


It was in Johnstone’s long editorship that this system 
of a few industrious apprentices in the office and an 
increasing number of outside leader-writers became 
unwieldy and unbalanced. The staff remained tiny, the 
number of regular contributors grew and, in effect, the 
leader columns of the paper were “ put in commission ” 
in the hands of a group of writers on special topics. When 
Francis Hirst took over in 1907 it was his task to convert 
a stereotyped Economist, designed primarily to mstruct 
and advise business men on mainly business matters, into 
the journal of public affairs that Wilson and Bagehot had 
planned. From the start Hirst, classical in both his scholar- 
ship and economics and passionately Liberal in his 
politics, wrote his own leaders on the whole range of 
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ublic topics. He began the building of a competent and 
aie staff of are inside the office ; he made it his 
aim to raise the standard of editorial writing, to broaden 
the paper’s outlook, and to restore its principles and its 
influence in political circles, while losing nothing of its 
weight in the City and the centres of trade and manufac- 
ture. He brought in Alexander Murray Stewart from the 
City desk of The Tribune ; the Laytons, Walter and 
Gilbert ; David Eric Wilson Gibb, a connection of the 
owning family ; Hilton Young, later City Editor of the 
Morning Post and editor of the Financial News, and now 
Lord Kennet; Leonard Reid, who later became 
City Editor of the Daily Telegraph ; Mary Agnes 
Hamilton, the first woman in the editorial record ; and 
C. K. Hobson. 

What Johnstone had done in his twenty-five years 
should not, however, be underestimated. He had con- 
solidated the gains of his remarkable forerunners, and 
even enhanced the high authority of his paper in the City 
proper. Under him The Economist had spoken in its old 
accents against the blunders and lack of leadership that 
brought on the Boer War and then bungled its conduct ; 
and the “raging, tearing” tariff propaganda of Joseph 
Chamberlain had been opposed with characteristic vigour. 
But there was too often a narrowness and a complacency 
about Johnstone’s journal; it was assumed too readily 
that free trade, low costs, cheap food, free enterprise and, 
above all, peace and prosperity—the objectives of the 
founder—had come to stay. Johnstone had kept an old- 
world Economist in good repair; the regular record 
of Capital Issues was introduced early in his editorship ; 
and the “Investor’s Monthly Manual,” the “Annual 
Commercial History” and the Trade and Banking 
Supplements waxed and flourished. But the paper had 
lost its statesmanship and fallen out of line with the 
political and journalistic requirements of a new era. It 
was inclined to be dull. Hirst made a new start. The 
tragedy is that his work was undone by the war he hated 


and opposed. 
Trial and Recovery 


The work of Francis Hirst, despite the disillusionment 
and disappointment that he suffered, was not in vain. It 
was his reforms that set the standard for the post-war, or 
rather inter-war, Economist. He had shown that the way 
to revive the legacy of Wilson was, first and foremost, 
to improve and increase the personnel of its staff and to 
better and. broaden its style, scope and technique—pre- 
cisely the lines on which Sir Walter Layton worked 
during his sixteen years “from Washington to Munich.” 
Hirst followed Bagehot and preceded Layton in the 
statement and application of broad principles in public 
affairs and in the search for new and better instruments 
for recording facts and measuring economic change. He 
began the quarterly analysis of industrial profits in 1909 
as “perhaps the most direct test of home trade at 
present available.” As an editor in the technical sense he 
was exceptionally accomplished. As a writer of leaders 
he was always lucid and polished. As an expositor of 
economic doctrine he followed Cobden and in foreign 
policy Lord Morley rather than Sir Edward Grey. Cease- 
— meee the inseparable connection between 

rosperity an ce, and show 
and sang matte lose by war. res thes ere. 

“The economic, financial and social convulsi 
attendant upon a general European war appeared pep 
to incur by any action or policy. Only to contemplate 
them as deterrents was enough for the editorials of those 
years.” But the general European War came in 1914. The 
stable, rational and peaceful world that Johnstone had 
taken for granted and Hirst took as the postulate of all 
his arguments came to an end. The high Liberalism, the 

editorial gifts and the moral fervour of The Economist’s 
last peacetime editor were no defence against the shocks 
of a changed and changing world. On July 8, 1916, he 
wrote in a farewell article: “Since the war: began "the 
function of an editor who believes that truth and 
patriotism ought to be reconciled has been difficult and 
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even hazardous. . . . In my view the financial fabric of 
Western Europe is in imminent peril, and in a few mere 
months it will no longer be possible to disguise the bank- 
rupt condition of several great nations. Civilisation as we 
have known it, and representative institutions are doome, 
unless, through the exertion of individuals, the rights 
without which an Englishman at any rate will hardly care 
to live are speedily restored. To this end freedom and 
independence must somehow be won back for Parliamen: 
and the press.” 

Hirst’s successor, Hartley Withers, was the second City 
journalist to edit The Economist ; Johnstone, who worked 
for fifteen years in financial journalism with The 
Scotsman and The Pall Mall Gazette, had been the first. 
Withers, trained in a stockbroker’s office, was City Editor 
of The Times before he came to The Economist, and was 
remarkable both as a financial journalist and as an 
economic author for his power of simple, direct and 
forceful exposition. His tenure .of office was not a fortu- 
nate one. His writings were high in reputation and wide 
in influence ; his attacks on wartime inflation and un- 
sound war finance were trenchant and telling ; and his com- 
ments on the problems of peace and reconstruction were 
often timely and to the point. But he had to carry on 
through the final years of war and the following period 
of post-war dislocation with only a meagre wartime staff ; 
and in 1921 he left The Economist to participate in a 
new journalistic venture. 

With the coming of Sir Walter Layton at the beginning 
of 1922 the second epoch of real development in the 
paper’s history began. He recruited new men ; he intro- 
duced new methods and new features ; he reached out, 
not always with complete confidence and not always suc- 
cessfully, for new ideas in tune with the new age. He set 
out to build up a sufficiently large, sufficiently competent 
and sufficiently specialised staff inside the office to con- 
duct all branches of the paper’s work ; and he continued 
the use of able and expert outside collaborators. On his 
staff he had Hargreaves Parkinson, now Editor of the 
Financial News, Aylmer Vallance, later Editor of the News 
Chronicle, Norman Crump, now City Editor of the 
Sunday Times, Douglas Jay, afterwards City Editor of 
the Daily Herald, Graham Hutton and Geoffrey Crowther. 
From outside Professor Arnold Toynbee wrote on foreign 
affairs, and H. V. Hodson on the Empire. 


Journal of World Affairs 


Perhaps the greatest single development between the 
wars was the extension of The Economist’s concern with 
world affairs. Articles on foreign policy, correspondence 
from overseas, international statistics—all these went back 
in origin to the first epoch of development under Wilson 
and Bagehot, when The Economist’s news and views 
from European capitals and the United States, in the 
paper’s own peculiar genre, were already notable. Under 
Johnstone and Hirst they were still a special and unique 
feature. But under Layton a long step forward was taken ; 
overseas features were given a new and foremost place 
and a wider range, in line with the international preoccu- 
pation and problems of the times. 

The avoidance of another world war was again set 
first in The Economist’s policy ; but the isolationism ot 
limited liability preached to this end before 1914 were 
now seen to be not enough. Britain alone could not 
defend itself and its Empire against an aggressor. (Bageho: 
had expressed much the same view long before.) Sixty 
or more articles between 1924 and 1929 posed the choice 
between effective pooled security and an unlimited and dis- 
astrous arms race ; and the paper insisted, almost weekly. 
after 1931, on the preferability, from the world’s and 
Britain’s standpoint alike, of the former course 0! 
strengthening the executive powers of the League of 
Nations “through a limitation of national armaments 


coupled with and dependent on an agreement to translate 

collective security into effective action.” 

cnt he ee Sem The Economist was being mad 
more into.a princi and purposeful survey ° 

world as well as British irs on a new model, progress 
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was equally being made in its records and statistics. Once 
more, the collection and measurement of facts. the 
analysis and interpretation of quantitative trends and :he 
broadening of the paper’s political and journalistic oy. 
look went hand in hand. The Insurance Supplement sur- 
veying the whole field of insurance activities was intro- 
duced ; a new, regular Budget Supplement giving all the 
facts and figures about central and local finance was 
begun. The Index of Shipping Freight Rates was started 
in 1923, “in view of the violent movements in tramp 
shipping freights and the important relation between 
freight rates and the volume of world trade.” The Index 
of Insurance Share Prices was begun in 1927. The Index 
of Business Activity, to show short-term variations in the 
ebb and flow of general economic conditions, was first 
published as a composite index in 1933. In 1928, New- 
march’s Wholesale Price Index, which had been revised 
under Hirst in 1911, was again revised and enlarged ; and 
in 1940, under Layton’s successor, a new Sensitive Price 
Index was announced. 


Change and Quest 


In doctrine as in personnel, make-up and technique, 
the Layton years were years of change and quest. New 
judgments and old conventions jostled one another in 
the paper’s approach to the problems of money and bank- 
ing, investment and industry and trade. The return to 
gold was regarded by The Economist in 1925 as Montagu 
Norman’s “ crowning achievement’; but the paper was 
not an unthinking adherent of the orthodoxy of those 
years. It was, for example, consistently opposed to the 
payment of war debts, and the argument of the Mac- 
millan Committee that Bank rate should be raised to 
meet a disequilibrium due, not to a rise in domestic 
prices, but to a fall in world prices, was shrewdly ques- 
tioned. But the May Report of 1931 was welcomed, and 
The Economist’s cure for the crisis was to cling to gold 
and cut costs ruthlessly. 

The 1931 crisis, the collapse of the gold standard, the 
Great Depression and the recovery under managed and 
cheap money blew away many cobwebs. The Economist 
was compelled, like many cthers, when faced by the 
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problems of pre-war and war economics, to evolve a fresh 
monetary policy, based on a grasp of realities and an 
understanding of new techniques. By the eve of the war 
1 he Economist held clear views on rearmament finance, 
full employment and inflation; the attempt was being 
made to place the monetary policy in perspective against 
the wider economic background. 

_ Then came the war, the single track of wartime 
journalism and the straitjacket of paper rationing. What 
contribution the paper may have made to war economics 
and war finance is recent and can be read. The internal 
development of the paper has been less obvious. 
Dimly there can be seen the triune form of the 
post-war Economist — the Survey of Public Affairs 
at home and abroad, in the front of the paper ; 
the Business World in the middle ; and Records and 
Statistics at the back—embodying the political, expert and 
factual formula of Wilson and Bagehot in a new and 
more precise form. The Layton version of the “ precious 
collection of facts, doctrine and experience mutually 
Supporting each other,” in which the distinct sections of 
the paper were sorted out for separate and specialised 
treatment, has now been carried a stage further. And the 
concern for world affairs has continued; the weekly 
American Survey has been born, as well as the ad hoc 
wartime surveys of Germany and Russia at war. The 
Economist, even in wartime, reaches this centenary 
milestone on the march. 


A handful of men working in a small family business 
have created a journal whose fame and readership run 
round the world. The Economist is, and always has been, 
an anonymous paper ; almost without exception its articles 
have gone unsigned and its editors and their staffs have 
not been named or advertised. It is this impersonality 
that has made possible what continuity of tradition, 
balance of judgment and weight of influence the paper 
has possessed. But it is right that on such an occasion, 
which will not be repeated untill September 2, 2043, this 
tribute should be paid to the men—and latterly women— 
who have produced The Economist every week for a 
hundred years and transformed the small venture of 
James Wilson into an internat‘onal institution. 


The Economist's Policy 


HE ECONOMIST was founded to expound and to 
propagate a specific and clearly defined philosophy. 
Its particular concern in the first few years was, it is true, 
only with one aspect of that general philosophy—namely, 
with the removal of all obstructions to the free import of 
food. But from the start the repeal of the Corn Laws was 
seen against a much wider background. James Wilson 
refused to make his paper an official organ of the Anti- 
Corn Law League ; and the victory on this particular issue 
came so promptly and completely and, once achieved, was 
o little challenged that the infant Economist either had 
to widen its horizons or disappear. For the rest of Wilson's 
editorship, and much more so in Bagehot’s, it became a 
general advocate of the Liberal philosophy. _ 

There can rarely have been such an articulate and 
consistent philosophy, or one so carefully worked out in 
all its details by men of letters and so scrupulously 
followed, again in all its details, by men of state. So well 
known is it, even to-day, that description is quite unneces- 
sary. It has become the fashion to sneer at “ Cobdenite 
shibboleths,” and to be a member of the Manchester 
school is becoming more of a confession than a boast. 
But the principles of Victorian Liberalism have neverthe- 
less been the foundation of Western democratic society 
and provide far more of the substance of the present-day 
world than the present-day world acknowledges. The 
Economist was born into the very centre of this 
Philosophy, and for almost eighty out of a hundred years 
professed its doctrines substantially unchanged. 

The ideas expounded in The Economist since the end 


of the First German War, and especially in recent years, 
are not those of the Manchester school. In a world so 
changed, they hardly could be. Wilson and Bagehot were 
no believers in static ideas—their whole philosophy was 
of expansion and free development in ideas as well as in 
material things—and their marvel, if they could return 
to-day, would probably be that so much of their ideas 
remains rather than that there have been changes. 


Freedom and the Common Interest 


So many battles have been fought round the symbols 
of the liberal faith that it is often forgotten that they were 
only symbols. The ultimate objects of nineteenth-century 
liberalism were part of that great awakening of the human 
spirit which marched in step with the developing tech- 
nique of the modern world. Opinions will naturally differ 
on precisely what, in any order of ideas, is a fundamental 
dogma and what is mere changeable expression. But the 
two dominant beliefs of the liberal philosophy are com- 
paratively easy to identify. The first is freedom—the belief 
that it is not only just and wise but also profitable Gn 
politics and in economics) to let people do what they want 
to do. The second is the principle of the common interest 
__-that is, that human society need not be an arena of 
conflict, but that it can be an association for the welfare 
of all. Nearly all else in the beliefs of The Economist of 
a hundred years ago is merely incidental to these two 
grand principles. Wilson and Bagehot oe ~~ 
freedom for the individual and the common a oO 
the society of individuals could best be served by free 
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trade, free enterprise and political reform at home, by 
Gemtuenieet, Gommnaich loonie abroad. A hundred 
years later, we have come to have doubts about the 
efficacy of the means they devised to attain their ends ; 
but in their ends—in liberty and the common interest— 
we still believe as passionately as ever. The problems of 
the national and the international society seem, in 1943, 
to be more complex and more difficult than they did in 
1843, and less capable of solution by simple and embracing 
formulas. But the ultimate goals remain unchanged. — 

The greatest difference in means between the twentieth- 
century liberal and his forefathers is the place that he 
finds for the organising powers of the state. James Wilson 
firmly believed that the state was the enemy of freedom, 
the instrument not of the general welfare but of the 
special interest. Bagehot, too, was, in general, what would 
to-day be regarded as a believer in laisser faire. But he had 
~ the clear sight that is needed to distinguish between ends 
and means and the far sight that can see what is coming 
down the corridor of time. In 1867, an address of his 
contained these very modern-sounding words: 

The English state is but another name for the English 
people, and to be afraid of it is to be afraid of ourselves. 
_. . The co-operative, if not the compulsory, agency of 
the state ought, too, to be used far more than now in 
applying to our complicated society those results of 
science which are new to this age. .. . The relation of 4 
free and intelligent Government to practical science is a 
new subject, because such science is very modern, and 
such Government almost inconceivably rare. 


Eighty-six years have passed since those words were 
written, and in that interval both the need for the state’s 
organising power (for the application to society of 
“ science ”) and also its power to organise society intelli- 
gently have grown, as Bagehot saw they would grow. 
James Wilson, if he were to reappear, might need some 
convincing before he would accept the place of the state 
in modern life ; Bagehot would find himself at home. 

The policy of The Economist can, then, be expressed 
as being that of adhering to the fundamental objectives 
of 1843, but of modifying the means of attaining those 
objectives as time passes, as experience accumulates and 
as the climate of society changes. It so happens that this 
centenary falls towards the end of a period when not 
merely The Economist but liberal society in general has 
had to make substantial adjustments—all the more sub- 
stantial for being long overdue—in its appraisement of 
the means that will best serve the unchanged ends of 
society. The opportunity is therefore a good one for 
re-stating, more deliberately than is possible from week 
to week, The Economist’s opinion of the methods of 
political and economic action, at home and abroad, which 
seem, IM 1943, best fitted to achieve the two great objects 
of liberty and the common welfare. This is done, in a 
generalised way, in the present article. The articles that 
follow are specific examples, chosen as illustrations and 
without any pretence of completeness. 


Political Structures 


The men of 1843 had less courage of their convicti 
in political matters than in wont 9 As seeniaben ther 
stood for the radical solution, they were for going the 
whole hog. But in politics they hesitated. They saw the 
imiquites and the impossibilities of autocracy and 
aristocracy ; they detested the ancien régime, both French 
and British ; but they were still frightened of democracy 
We are neither better men nor bolder ; but we have 


least as much 
wisdom in the many as in the few, and sieeh akin. 


And we know, what our grandfathers could i 

have guessed, that a universal-suffrage bean — 
women, can provide more votes for the atives 
than for any other party in seven elections running. It 
would be unduly cynical to suggest that it is only because 
of this demonstrated traditionalism of the masses that 
there is such general attachment to democracy to-day ; 
it has its roots in much more sincere emotions. But, what. 
ever the cause, it is a manifest fact that there is no wish 
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in any significant quarter to go back on the principle of 
universal suffrage. 

The ballot box, by itself, however, can mean much or 
little. Hitler and Mussolini have ruled by the ballot box. 
The other element in democracy is consent, and on that 
too there can be no going back. One more demonstra- 
tion—and one of history’s most impressive—is unrolling 
before our eyes that methods of consent pay in the long 
run. The British democracy can assert with some pride 
that, even in war, it moves by the consent of its members, 
The conscientious objector is as much a symbol of 
democracy as the ballot box. 

The political formula of 1943 is thus much the same 
as that of 1843, with the timidities disproved and the 
toleration possibly enlarged. It is government by consent, 
the consent being expressed by free votes in an opposed 
election. It is a formula which is just receiving the power- 
ful reinforcement of achievement. The British political 
system has stood the test of this war as well as—ano, 
better than—any other. But there are nevertheless certain 
tendencies of development—possibly of improvement— 
at which it will be as well to glance. 


The Place of Parliament 


The state of to-day is a very complicated piece of 
mechanism, dealing with difficult and highly technical 
problems, which demand both foresight and consistency. 
To say that they require the attentions of experts is 
possibly to give a false impression. The problems that 
face the statesman are not beyond the understanding of 
the common man, when the common man has the 
necessary data and will think about them. The expert is 
merely a common mah who has all the data about one 
set of problems and keeps his mind directed to them. He 
is an example, in the political sphere, of that division of 
labour and specialisation of function which, in the 
economic sphere, is the foundation of all wealth. The 
expert stands for foresight and consistency in policy—in 
a word, for efficiency in the mechanism of the state ; 
while even the most fervent democrat has to admit that 
the ballot box sometimes disrupts consistency and the 
need to secure consent hamstrings foresight. There is a 
dilemma here—how to use the expert and still preserve 
government by free consent, how to combine the 
managerial revolution with parliamentary democracy— 
and it is leading to a shifting in the emphasis of the 
constitution, especially in the position of Parliament. 
A hundred years ago Parliament was the Sovereign 
Assembly, of which the Cabinet was the Executive Com- 
mittee. It was Parliament that decided, Parliament that 
made and unmade Ministers. That is still what it is 
described in the text-books, and it is still a theory to which 
elaborate deference is paid, not least by the present Prime 
Minister—perhaps because he is the only Prime Minister 
of recent years who can be said to have been put in office 
by Parliament. But the de facto reality behind the de jure 
theory is that it is the Government that decides, deriving 
its authority from the people. Parliament can criticise and 
bring pressure ; it keeps its sting, but, like the bee, if it 
Stings it dies in the act. A General Election nowadays !5, 
in fact, a referendum to elect a Prime Minister and in the 
triumvirate of People, Parliament and Executive, it is the 
first and the last who nowadays share the sovereignty. In 
the nineteenth century, the triumvirate was in stable 
equilibrium, but to-day’s position has more analogies with 
the eighteenth century. Two hundred years ago, the crown 
or the party group in possession of the executive power 
used the electors as a device to get the Parliament they 
wanted—and they rarely failed. The electors were elabor- 
ately courted, but their free choice was a romantic myth. 
To-day, the people use the House of Commons as a device 
to get the Government they want, and the sovereignty of 
Parliament is becoming somewhat mythical. 

_ This atgument must not be pushed too far. In pat- 
ticular, it must not be pushed to the lengths of supposing 
that Parliament is losing its useful functions. That is not 
in the least the case. But Parliament’s useful function 1s 
changing. In the nineteenth century, it was the process of 
legislation that held the centre of the stage. To-day, it 1s 
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, rarity for the divisions on any Bill to excite much 
interest, While the Parliamentary Question and the 
adjournment debate are coming into their own. The most 
important function of Parliament in these days is neither 
to make and unmake Governments (the people do that) 
nor to decide upon legislation (the Government does that), 
but to criticise, to cross-question and to discuss. Not 
merely administration, but legislation also, are increasingly 
—and must increasingly—be left to the experts or (to 
give them their derogatory title) the bureaucrats. 


The late Lord Chief Justice invented for this tendency 
the name of the New Despotism. But it cannot be 
stopped, and if it could, the result would be chaos. Under 
the pressure of new circumstances, a new form of 
government is emerging. It is no longer true that the 
executive merely administers the laws that Parliament, 
in its wisdom, enacts ; it is nearer the truth to say that 
Parliament enacts the laws that the executive, in its 
wisdom, drafts—and if this latter statement diverges from 
the truth it is because there is a great deal of legislation, 
in peace as well as in war, which Parliament never sees. 


This new system of government is no less democratic 
than the old—criticism is free and the Government's 
mandate is given by the people and can be taken away by 
the people—but it is less Parliamentary. It involves the 
citizen in a steadily increasing toll of compulsory duties ; 
but it is no less based on consent, since none of these 
duties will be pressed to the point of overriding genuine 
scruples of conscience and any one of them can be re- 
moved by the will of the people. It is an example of the 
flexibility of British institutions, when challenged, to 
adapt themselves to the need for consistent and expert 
management of the nation’s affairs. 


The Economist’s opinion is that this political develop- 
ment—this accretion of power to the executive and this 
transformation of Parliament into an advisory body—is 
not one to be viewed with alarm. It is in the logic of events. 
Indeed, so much in the present world revolves around 
the mechanism of government, that its efficiency must 
be the paramount consideration. Nevertheless, the inci- 
dental effects of the development will need careful watch- 
ing. The new system, for example, must not be deprived 
of its basic consent, and consent implies knowledge. 
Any attempt by the Government, therefore, not merely 
to have the executive and the legislative power, but to 
exercise it in secret, will have to be resisted to the utmost. 
“Let the people know” is an essential maxim of any 
democracy, and not least of this new emergent type. 


From Consent to Co-operation 


Consent is an essential prerequisite of any form of 
democracy ; but it is a negative element, and one of the 
greatest needs of the twentieth century is to transmute It 
into something more positive. British institutions are 
freer than any in the world—in the negative sense that 
they commit less tyranny on the individual. But if they 
are to measure up to the demands of the next few 
decades, they need to have generated behind them the 
explosive force of the active co-operation of a whole 
people. There have been examples in past history of the 
enormous momentum that.can be developed when a whole 
people feels itself at one with its institutions ; the classical 
example is the sudden change from the effete and dis- 
integrating France of Louis XVI to the dynamic energies 
of the Convention, and something of the same spirit fired 
Elizabethan England. But it has been left for our own 
age to show what enormous forces can be generated 
when the enthusiasm of a whole people is united with 
the technique of the modern state. We have seen it in 
Nazi Germany, and then again in Soviet Russia. But 
neither of these is governed by consent, and a free system 
ought to be able to do far better. If these energies, 
tempered by free consent and harnessed to the technical 
efficiency of British government, could be directed to 
the peacetime purposes of democracy, the twentieth 
century would be a second Elizabethan age for Britain. 


The task is, then, one of arousing positive enthusiasm 
for institutions which are now merely accepted. The 
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British citizen should be an ardent participant in his 
public affairs ; he is little more than a consenting spec- 
tator who draws a distinction between “We” who ‘sit 
and watch and “ They” who run the state. There is no 
lack of signs that he is unhappy in his rdéle ; the passion 
for Russia that has been such a feature of the last two 
years 1s probably to be interpreted less as an admiration 
than as envy—envy of a country that is not frustrated. 
The note of hysteria in the acclamation of the Beveridge 
Report (admirable though that document is) betrays an 
almost pathetic desire to break loose from invisible bonds 
that have held the British community back for twenty 
years. It is difficult to diagnose exactly what is missing. 
It may be that the chronic ineffectiveness of the Labour 
Party is clogging the natural safety-valve—that there 
is no effective way of going into Opposition. It may be 
that the peculiar social structure of modern Britain, based 
on and perpetuated by a dual system of education, is 
creating psychological obstructions. But whatever the 
cause, it must be one of the chief labours of the next 
few decades to level the barriers between “We” and 
“ They.” This must be done not merely because it is 
just, but mainly because we cannot afford not to. 
Democracy in the twentieth eentury needs fire in its belly ; 
it is an internal combustion engine that cannot run on 
one cylinder only. 


Economic Objeetives 


The outstanding difference in economic ideas between 
1843 and 1943 is that they had only one economic objec- 
tive, while we have three. A hundred years ago the fact of 
poverty was obvious and insistent. The shortage of 
material goods was so clearly the chief defect of the pre- 
vailing economy that the creation of more wealth imposed 
itself on the men of 1843 as by far the most important 
task of political economy. More production was needed, 
at almost any cost. Not that the men of 1843 were wholly 
materialist. “If we look around us at home,” wrote James 
Wilson in the Preliminary Number of The Economist, 
“we see ignorance, depravity, immorality, irreligion 
abounding to an extent disgraceful to a civilised country ; 
and we feel assured that there is little chance of success- 
fully treating this great national disease while want and 
pauperism so much abound; we can little hope to 
improve the mental and moral condition of a people while 
their physical state is so deplorable.” It was not that 
material wealth was the only sound object of policy ; but 
it was so essential a means of attaining all other objects 
that policy should concentrate upon it. 


In the twentieth century, economic policy has three 
objects. They have been defined by Professor Pigou as 
being to increase the national income (the old policy of 
increasing the sum total of wealth), to improve the regu- 
larity of the national income and to improve its distribu- 
tion among the individual members of the community. 
In more homely terms, they can be expressed as being 
to abolish poverty, to diminish unemployment and to 
reduce inequality. 

A very great deal, if not quite all, of the differences 
in attitude towards the economic problems of the day is 
implicit in this change. For example, the development 
from complete Iaisser faire, as preached in The Economst 
of 1843, to a belief that the organs of the state have a most 
important and positive function to perform in the 
national economy, as expressed in The Economist of 
1943, is a necessary consequence of the widening objec- 
tive. Laisser faire may well be, in certain circumstances, 
the ideal system for securing the largest and quickest 
possible increase in the total income of the community, 
if regularity and equality are unimportant ; but no oue 
has ever made a convincing case for latsser faire as a 
means of avoiding economic fluctuations or of reducing the 
inequality of incomes. The task of the twentieth century 
is thus more difficult than that of the nineteenth: there 
is no simple formula to attain a single object, but a com- 
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plex policy to achieve : balance between different, and 
c diverging. objects ae 
pir faire all but dead in the Britain of 1943. 
There is still some verbal advocacy of it; but ay 
diverges more completely from 1t with every month. An 
the overwhelming majority of opinion 1s ready to accept 
the view that both the free enterprise of the individual 
business man and the collective initiative of the organis- 
ing state have their part to play in a sound economy. 

The Economist of 1943 accepts this view. The germ 
of it can be found in Bagehot’s address of 1867, quoted 
above. There is no prepossession for collective organisa- 
tion in principle—there is rather an awareness: ye 
great difficulties it involves. But equally little is there 
any fear of the state in principle—there is rather a recog- 
nition that without the organising powers of the state 
many of the inventions of the natural and the social 
sciences will run to waste. 


Private Enterprise and State Control 


Thus the economic problem has its analogies with the 
political. In both, it has been necessary to abandon the 
position that freedom merely means the absence of all 
constraints, and that the general interest will automati- 
cally be served by allowing every citizen to pursue unre- 
strained his own individual self-interest. In politics, the 
intervening hundred years have been a long experiment 
in the balance of the compulsory and the voluntary. In 
economics, there is a similar problem in balance between 
freedom and order, and far less progress has been made 
in working it out. 

It is in working out this formula that the problems of 
the next hundred years will present themselves. There 
will, first of all, be the problem of delimiting the 
frontier between the proper spheres of order and of 
freedom. It is easy to say that the province of collective 
organisation is in assuring all that is basically necessary 
to the economic life of the individual and of the com- 
munity, while the fullest freedom of private initiative 
should be left for all that varies with taste and circum- 
stance. But the formula is neither very scientific nor very 
easy to follow. It will be proved or disproved only by 
many decades of trial and error. The sphere of collective 
organisation once delimited, there will be the problems 
of evolving the technique of state control. And there will 
be the problems of ensuring that the development of 
“purposive direction” in the community’s economic 
affairs does not choke the freedom of individual initiative 
in that vast field where progress and prosperity will con- 
tinue to depend on private enterprise. Private enterprise, 
in fact, will need defending from itself as well as from 
the state ; monopoly in all its forms is going to trouble 
the next hundred years much more than it ever did the 
last. 

_ The keynote, in 1943 as in 1843, is boldness in the 
interests of expansion. A hundred years ago, complete 
free trade was a courageous policy to advocate. To-day, 


The Economist believes in removing the obstructions to 


constructive private enterprise, and it believes in experi- 
menting with methods of collective organisation far more 
courageously than hitherto. But this phase is necessarily 
experimental. Wilson thought the state to be the enemy 
of freedom ; to-day it is counted as a friend, or at least 
given the benefit of the doubt. But it is impossible not to 
have a doubt, and the doubts may grow. If it is necessary 
to be wary of the state, it is because state control can 
so easily become, and has in the recent past often been, 
the ally and representative of sectional rather than of 
communal interests. The state will be given the benefit 
of the doubt—but it will be kept under Parliamentary 
scrutiny and public vigilance, subject to challenge and 
open to the fullest publicity for its actions. Here, too 
“Let the People Know” is the surest and most necessary 
of safeguards. 


War and Peace 


_It is in the field of international affairs that the largest 
differences in policy between The Economist of 1843 and 
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its successor today are to be found. In 1843, the 
paper’s policy—in accordance with the prevailing philo- 
sophy of the time—was non-interventionist. For seventy 
of its hundred years The Economist opposed entangling 
alliances with all the fervour of a Midwestern senator. 
and its view of armaments and of preparations for 
defence was that they were, at best, a necessary evil, to be 
restricted to the minimum. The paper opposed the 
Crimean War and the Boer War, and in 1914 it thought 
that British participation in the First German War wa, 
both unnecessary and unwise. Yet this attitude was com- 
bined with the most ardent internationalism. Non-inter- 
vention never became isolationism, for The Economist 
took as an article of its faith the doctrine that the nations 
depended on each other, in political matters no less than 
in economic. The attitude of non-intervention was born 
of the belief that the way to peace and fraternity lay 
through the development within each nation of free 
political institutions and the practice between them ot 
the utmost possible freedom of commerce. Wars were 
disturbers both of political liberty and of trade ; no good 
could come of them ; and the British liberal should have 
no part in them. 

The attitude of 1943 is quite different. The Economist 
of to-day does not believe that a sound economic policy 
will, by itself, secure peace ; on the contrary, it holds that 
without a secure political basis, not even a beginning can 
be made with sound economic policies between nations. 
Nor does it believe that nations, left to themselves, will 
automatically evolve towards liberal parliamentary 
democracy, or that, if they did, peace would thereby be 
secured. The Economist of to-day believes that peace 
requires enforcement, and that enforcement requires 
force. 

The contrast could hardly be more complete. Yet this. 
once again, is a change in method rather than in ultimate 
aim. The liberals of a century ago were not non-inter- 
ventionists for selfish reasons or because they were 
nationalists, but because they thought that such a policy 
on Britain’s part was best calculated to bring about the 
peaceful international society they desired. Experience 
has cast doubts on their methods. But the aim is the 
same; indeed The Economist of to-day is even more 
internationalist, since the tacit assumption of the old 
doctrines—that Britain was strong enough to stand apart 
without danger to her own safety—is no longer tenable. 
Britain to-day is not internationalist merely by choice, but 
also by compulsion. Not only is this another example of 
a change in methods to achieve an- unchanging aim, but 
it is the same sort of change in methods as has been 
found necessary in domestic politics and in economics. 
What our ancestors thought would come of itself, given 
a total absence of constraints, we believe must be sought 
by complex and difficult organisation. 

On the nature of the organisation that will secure 
peace, minds are much less clear. It is becoming steadily 
more difficult to believe that anything short of a sur- 
render of national sovereignty to a supra-national body 
will prevent a third world war. But it is also very difficult 
to believe that any of the Great Powers, Britain included, 
are ready for such a surrender—are ready, that is, to 
transfer the control of their armed forces to an inter- 
national body on which they might find themselves in a 
minority. This is the crucial question, and no proposals 
for new leagues of nations, or for federations, will be 
strong enough to secure the peace unless they control the 
force. Indeed, there is a danger that international organ'- 
sations which create the illusion of a world concert. 
while not changing the realities of power, may do more 
harm than good. In this field, more than in most, the 
perfect is the enemy of the good. 


The Dilemma of Foreign Policy 


_ The dilemma that this creates for British foreign policy 
is very real. On the one hand, the development of inter- 
national institutions should be encouraged by all pos- 
sible means, for in that direction lies the only lasting 
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hope. International institutions cannot be expected to 
grow strong if they are never given any responsibility. 
On the other hand, until they are strong enough to take 
over the effective policing of the world, it is essential to 
see that Britain and her friends keep in their own hands 
a sufficiency of force. There is a twofold reason fo; 
defending British interests. The first (which it would be 
hypocritical to omit) is that they are our cwn. The second 
js that we believe Britain to be one of the trustees of the 
future. It would be ridiculous to be willing to fight a 
full-scale war every generation to insist on getting our 
own way, and then between wars tc pretend that our 
own way was no better than anyone else’s, And, as part 
of the policy of remaining strong, it is one of the basic 
tenets of The Economist’s faith that every effort—and, 
if need be, many sacrifices—must be made to achieve the 
utmost coincidence of policy between Great Britain. the 
other British nations and the- United States, Other 
alliances should be sought where they can be found, but 
the policy of the Oceanic Commonwealth is basic. 


Thus in foreign affairs as in domestic politics and in 
economics, the simple and easy solutions have dis- 
appeared, leaving the delicate task of seeking a balance 
between conflicting elements. In politics, it is the conflict 
between freedom and order, which is already well on the 
way to solution. In economics, it is the conflict between 
free enterprise and collective organisation, where the 
main outline of the solution is in sight. In foreign affairs, 
it is the conflict between the need to prepare the way for 
a surrender of sovereignty and the interim need to main- 
tain the strength of Britain. It would be wildly optimistic 
to say that the solution is yet visible. But it must be 
sought. 


International Trade 


The Economist was founded as a “Free Trade 
Journal” and bore that sub-title for many years. This 
review of the paper’s policy as it stands to-day can hardly 
conclude without some reference, however brief, to this 
much controverted subject. 


_The pattern, once again, is the same: the fundamental 
aim remains unchanged, but there is some modifica- 
ton in methods, since experience has shown that 
some form of deliberate organisation, or purposive 
direction, is needed to achieve what it was thought 
in 1843 would come about by itself. The basic 
belief of the Free Traders was in the virtues of 
the international division of labour. The Economist has 
hever wavered in that belief, and holds to it as firmly 
to-day as ever. Every element of enforced self-sufficiency 
is an element of poverty, and there is no nation on earth 
—least of all Great Britain—with sufficient wealth and 
variety of wealth that it can afford to neglect the 
economies of international exchange. But in a world that 
seeks regularity in its economic system, and that uses force 
In its political relationships, it is highly doubtful whether 
the best way to secure the maximum possible division of 
labour is simply to remove all controls and impediments. 
For example, there is no doubt that a country does far 
more harm to world trade by allowing itself to suffer a 
depression than by almost any imposition of obstacles to 
foreign trade. If a necessary part of a Full Employment 
Policy is (as it would be in Great Britain) the taking of 
Steps to prevent too sudden a rise in imports, does that 
mean that Full Employment must be forsworn, lest it 


infringe the Free Trade canon ? 


Once again, as in the previous sections of this article, 
the answer is one of balance. The problem is not simply 
to eschew all mechanisms of control, but to use them 
Positively. What this means in precise terms, and with 
teference to international trade, is another of the issues 
on which much clarification of thought will be needed, 
and it would be idle to pretend that the outlines of the 
answer have yet taken shape. The future economic rela- 
tions between the nations interlock at every point with 
their future political relations. If one can be said to wait 
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upon the other, then it is the economic on the political, and 
it would be a delusion to suppose that any controlling 
decisions can be taken on the methods of world trade 
until the methods of world peace are established. 


here are, however, certain negative considerations 
that can be laid down. It may be a mistake to prohibit the 
use of all constraints in world trade ; but a system of 
constraints that prevented all growth would certainly be 
wrong. If there must be a controlled system, it must be 
one of controlled expansion. The primary test of a 
country s commercial policy should not be the height of 
its tariffs, but whether on balance its foreign trade is 
expanding. And, secondly, if there must be restraints on 
freedom of trade, they should be restraints imposed in the 
general interest. The community is the sum of its 
members ; but the welfare of the community is not seryed 
by the protection of individual interests, and any system 
of restraints on trade which, like the British Import Duties 
Act, takes its decisions on an examination of individual 
interests 1s almost certainly harmful. A confederacy of 
vested interests masquerading as the public welfare is no 
less noxious when the immediate enemy is a foreign trader. 
Controlled expansion in the public interest is leagues 
apart from restrictive protectionism. 


‘* The World Does Move ”’ 


There are those amongst us who, amid doubt, dis- 
couragement, decayed enthusiasm, and even chilling sneer, 
sull cling to the belief that a better, a higher, a nobler 
destiny still awaits the family of man. Not an imaginary 
pertectibility, net a visionary millennium, not such a 
change of the organic structure, body and mind as would 
make the human being other than he is. But man as he 
is, in many respects helpless, in much imperfect, and 
in all feeble, when viewed individually, is still capable 
of a social elevation such as society has not yet beheld. 
. . . These men are not disheartened by appearances 
which, to superficial observers, would seem to indicate 
that man, so far from advancing, is sometimes retro- 
grading ; and that the human race is, after all, much the 
same from age to age .. . nay, the world may rise in 
arms, and . . . still they feel that “all things work together 
for good.” The world does move; that is their convic- 
tion, and it is ours ; were it not so, The Economist should 


not have appeared. 


So wrote James Wilson in the first issue of The 
Economist on September 2, 1843. That faith in the possi- 
bility of progress still endures. But it is somewhat battered 
by the disillusions of a hundred years. That all things can 
be made to work together for good is still an article of 
faith. But it is no longer possible with such touching 
confidence to believe that natural forces will so spon- 
taneously combine to effect human progress. Man’s role 
is no longer that of simple beneficiary, the spoilt child of 
Nature ; the curse upon him is not that he shall not make 
his way upward, but that he shall work for his salvation. 
Progress, to us to-day, is not impossible, but far more 
difficult of attainment than it seemed to our forefathers. 
We must harness the natural forces, and learn to drive 


them. 

The simple rules of thumb of 1843 have disappeared, 
and in every sphere of public policy we are now presented 
with the most difficult judgments, the most delicate 
balances. The greater is the responsibility resting on the 
statesman. The greater is the responsibility resting on 
the journalist. 

The idyll of the early Victorian years could not, after 
all, be expected to last, and we should not be unduly 
downcast by the much greater complications of our task. 
It is normai for the problems of human society to be 
difficult, and it was entirely abnormal for them to be 
solved so simply by such an unprecedented uprush of new 
forces. We should rather console ourselves with the 
reflection that it is a higher, not a lower, calling to 
devise a purposive direction for our affairs rather than to 
float on one of history’s spring tides. Our age presents 
more difficulties, but it does not for that reason provide 
fewer opportunities of achievement. 
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TOWARDS THE SECOND CENTURY 
Britain in the World 


HE only foreign policy that has any hope of being 
T consistently pursued is one in which : national 
interests are fully and obviously safeguarded. No nation 
puts the interests of the international community before 
its own. It is only if the two can be seen to coincide that 
there is any possibility of effective internationalism. One 
of the great dilemmas of the twentieth century 1s that 
whereas every physical and technical development drives 
the world on towards greater unity, there is a time lag in 
the nations’ awareness of their growing interdependence. 
Of the four great Powers, three are vast land empires, rich 
in resources. They can argue that if they fully mobilise 
their manpower and devote a sufficient proportion of 
their resources to vigilant defence, then there is no reason 
at all why they should make efforts or sacrifices to main- 
tain an ordered world. The war has shown that this type 
of reasoning is fallacious. The development of aviation in 
the next ten years will make it even more so. Unfor- 
tunately it is still appealing enough for the coincidence of 
national and international interests to be blurred. A nation 
which still believes it can be successfully isolationist is 
most unlikely to give a lead in genuine internationalism. 

There is one great Power, however, for which isola- 
tionism means disaster. Great Britain in resources and 
manpower is not one of the giants. Many of the elements 
which made up its 19th century pre-eminence—a rapidly 
expanding population, unrivalled naval power, industrial 
and financial supremacy—have gone. Others, such as 
world-wide imperial and trading interests, depend abso- 
lutely on the existence of a peaceful and co-operative 
interaational order. In a world which needs the greatest 
possible degree of ecomomic, social and political integra- 
tion, British interests and the interests of the international 
community tend to coincide at every point. Great Britain 
has everything to gain if a process of “ getting mixed up 
together” continues in the post-war world. It has, too, 
a special responsibility to carry this process forward. If 
the lead does not come from Britain, it is most unlikely 
to come from anywhere else. 


Britain’s Experience 


Fortunately Great Britain’s position for giving such a 
lead is very strong. No other nation is involved in world 
politics to quite the same extent. The British Common- 
wealth operates in every quarter of the globe, and in spite 
of many gloomy prophecies, has shown itself in this war, 
as im the fast, to be an effective system of collective 
security. Most of the joint machinery in the world to-day 
was cither elaborated in London or at least hinges on 
British co-operation. Britain has been readiest to share 
military bases. In Iraq and Egypt, it has made a working 
compromise between national independence and military 
dependence. On the economic side, it has co-operated 
fully in Lend-Lease, not by any means as a beneficiary 
only ; it has established at Cairo a remarkable piece of 
international machinery—the Middle East Supply Centre. 
It has experimented freely in the sending of accredited 
Ministers overseas, a Minister of State to Washington, 
another to Cairo, a Resident Minister to West Africa. No 
Chief Executive in history has travelled so extensively as 
Mr Churchill. Finally, in the sphere of post-war thinking, 
the suggestions and projects put forward by Britain, even 
if they are neither so well defined nor so exhaustive as th- 
critics might wish, cover a wider ficld than those proposed 
by any other Power. 

This is the rich and varied experience Britain bri 
to the post-war world. Much of ot bes of ee 
gained under the pressures of war. The degree of “ mixing 
up” which exists now will be hard to maintain unless new 


objectives can be found for international policy. They will 
not be so compelling as that of defeating the Axis. This 
does not mean that none exist or that Britain cannot 
forward their acceptance. As a broad definition, it is diffi- 
cult to improve on President Roosevelt’s four freedoms. 
Peace, rising living standards and an expanding area of 
human freedom—these are all necessities for Britain’s 
survival as a Great Power. They also happen to be what 
the mass of ordinary people want. Yet while they can be 
safely assumed to be a commonly accepted purpose, they 
are far too vague to constitute a policy. Both for collective 
security and for economic co-operation, plans are needed 
as precise as the leasing of bases or the pooling of war 
material or Lend-Lease. 


Principles of Action 


In the concerting of these plans, certain principles have 
been established by the experience of the war. First of all, 
there is nothing in the outlook and behaviour of the 
nations to suggest that they feel any less jealously than 
before about their sovereignty. Schemes for co-operation 
which come to them demanding a general sacrifice of 
authority—the transfer of major powers to a still untried 
international body—stand little chance of being accepted. 
On the other hand, if the nations are invited to co-operate 
as interested partners in a joint scheme directed towards 
a specific function—an irfigation scheme, perhaps, or the 
joint use of certain military bases—the sacrifice ot 


. sovereignty will be noticed far less. The successful pieces 


of co-operation in this war have over and over again been 
aimed at a particular need or problem—for example, the 
joint American-Canadian agreement about the use of bases 
and joint defence or the co-operation of all the Middle 
Eastern states in the Supply Centre at Cairo. The first 
principle of successful British diplomacy is to keep the 
“ mixing up” at a practical, functional level. 

The next principle is that British diplomacy should 
present the world with decisions as well as projects. The 
more confused the atmosphere in which the nations 
operate, the more a clear-cut decision taken anywhere 
becomes the crystallisation point of many other decisions, 
so that by taking the first step, a nation often discovers 
that it has compelled others to take the second and third. 
Britain’s decision to go to war brought in the Dominions 
and paved the way to Lend-Lease. The establishment 0 
the Supply Centre at Cairo meant that the Americans 
had something to join—which they did. 

This point is in turn bound up with a last principle— 
self-confidence. The aim of British foreign policy is to g*t 
as Many states as possible as mixed up as possible. It may 
not be possible to involve them all. This does not mean 
that the areas where integration is still possible should be 
neglected. Let us suppose the most unfortunate outcome— 
Russia and America retreating into isolation. It would then 
be impossible to mix things in the grand manner, but parts 
of Europe, most of Africa, even South-East Asia, would 
all be areas in which Britain could continue to give a lead 
in joint action. 

In the post-war world, Britain will have to deal with 
nations of very varying degrees of magnitude. There arc 
three broad categories—Great Powers, independent smaller 
Powers and colonial peoples. With very few exceptions 
the smaller nations fall into natural groupings—South- 
East Asia (Malaya, Indonesia, Indo-China), Africa (a pre 
dominantly colonial area almost entirely controlled by 
Europe), the Middle East (a group of in dent Arab 


states), South America and Europe. The Great Powers— 
the British Commonwealth, the United States, Russia, and 
at a later day China—are both needed and feared by these 
regional groups, needed because only with their help can 
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military security and economic progress be assured, feared 
because their military power is overwhelming. This 
dilemma cannot be evaded. Under modern conditions 
only Great Powers have the industrial potential and mili- 
tary strength necessary for waging war. The problem of 
security in the post-war settlement belongs primarily to 
them. By maintaining their military predominance they 
can ensure that none of the present aggressors is in a 
position to make war again. Britain’s first task must be to 
keep the alliance intact. But their behaviour towards the 
smaller states will need to be such as to banish the sus- 
picion that they in their turn may turn to aggression. 
Britain must also give a lead in developing the political 
harmony and economic prosperity of the various regional 
groupings. 

What can be done to maintain the Alliance of the Great 
Powers? The British have a twenty-year treaty with 
Russia—but practically no joint machinery. They have no 
formal arrangement with the United States, but a vast 
amount of joint machinery. With China, so far, they have 
neither treaty nor machinery. Finally, with the Dominions, 
they lack really adequate joint machinery for consultation 
and decision. It is most unlikely that these gaps can be 
made good by setting up a world council with a joint 
military and joint economic general staff. Ideally that might 
be the solution, but if a council has not emerged in the 
course of the war, it is most unlikely to appear once the 
stress of battle is done. British policy will need to be less 
sensational and more arduous—to persuade the Russians 
to extend their commitments and to accept, say, the idea 
of joint bases, the joint policing of strategic key points, 
regular consultations. At present, these possibilities appear 
to depend on the course of the fighting in Europe, in 
particular on the opening of a Second Front. With the 
United States, it is a question not of formalising the 
association—American prejudice against “entangling 
alliances ” is still strong—but of maintaining all the joint 
enterprises the war has made inevitable—pooled bases, 
regular staff talks, the standardisation of equipment, and 
so forth. Whether Britain can use its influence to hold 
Russia and America together in a joint peace strategy 
again turns on a military front—this time the Far Eastern 
front. If Russia maintains its neutrality to the end, the 
American reaction cannot fail to be hostile. The course of 
the Far Eastern war will also determine the closeness ot 
China’s association with the other Great Powers. Only 
with the Dominions can British policy be really unin- 
hibited. Here all the Commonwealth Powers have a direct 
interest in the establishment of some organ of closer 
imperial co-operation. It is their surest way of maintaining 
their influence in the counsels of the nations. 


Building the Regions 


The test of any new system based—as any system must 
be—on the predominance of the Great Powers will be the 
use they make of their military and economic strength. 
Are the areas which lie between their exclusive sovereignty 
to be turned into battlefields? Competing spheres of 
influence? An area for economic struggles? Or will the 
Great Powers co-operate in maintaining their neighbours 
independence and increasing their prosperity and cohe- 
sion? There can be no doubt where Britain’s interests lie. 
In general terms it should sponsor as many world-wide 
economic policies as possible for increasing trade, raising 
living standards, evening out the trade cycle and ensuring 
that all increases in wealth are widely distributed. In 
economics, as in politics, there are limits to the surrenders 
of sovereignty to which the nations will consent, and the 
Plans must accordingly eschew the grandiose. But their 
foundations should be laid with an eye to future extensions. 
The Keynes Plan is such a proposal. It should be supple- 
mented by an International Finance Corporation whose 
particular responsibility would be to foster investment 10 
development schemes which are too costly for single 
governments or which cross a number of national frontiers, 
or which would directly assist the economic development 
of areas too backward to raise themselves by their own 
heel straps. The pool'ag of food supplies proposed by ihe 
British at Hot Springs is another very desirable piece 
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of functional international machinery. The technical 
services instituted by the League, in particular the ILO, 
could be restored and expanded. And, although it would 
need vigilance to prevent them from adopting restrictive 
policies, some of the organisations set up during the war 
to control the supply of raw materials might be maintained 
to secure their fair distribution, and, when necessary, to 
even out the alternation of gluts and shortages. : 

. Within the general framework of co-operation created 
by Uls network of international agencies, it should be 
tne aim of British policy to strengthen the different 
regional groupings by encouraging their economic develop- 
ment, helping to provide them with economic and social 
agencies which transcend their different frontiers, and by 
giving support to any local tendencies towards closer 
political union. In three of the areas—Southeast Asia, 
Africa and the Middle East—Britain is in a position to 
give a bold and imaginative lead. The Government has 
already acknowledged the desirability of Regional Com- 
missions. The Colonial Powers directly concerned—the 
British Commonwealth, Holland, France, Belgium and 
Portugal—together with other Powers with vital interests in 
the colonial area—the United States in Africa and South- 
east Asia, China and possibly Russia in Southeast Asia— 
and with representatives of the colonial peoples, could form 
a council to cover the whole area which, while leaving the 
administration of the colonies to their present owners, 
would provide for military security and for the develop- 
ment of inter-regional economic and technical services. 
If a real crusade is to be waged against disease and mal- 
nutrition and abject poverty, no one country can provide 
out of its own resources all the necessary expert technical 
and scientific skill. At the same time, the opening of an 
enlarged colonial service to able people from every nation 
would help to lessen the resentment of peoples without 
colonies. If the Council for Africa were imaginatively 
conceived and publicised, it might come to rank as a 
common interest for all the peoples of Europe. 


United Europe 


Of the remaining regions—South America, the Middle 
East and Europe—the security and economic development 
of the first is a closer responsibility of the United States 
than of Britain. Yet it is in the interests of Britain, America 
and the South American States that Britain’s economic 
and cultural links with South America should be 
developed. It would prevent the growth of suspicions 
based on the one-sided predominance of the United States 
and would keep open a broad avenue of contact with 
Europe. In the Middle East, the developments of the war 
have given Britain the opportunity for really decisive 
leadership. An article on page 314 goes into the possibili- 
ties. tg: 

The problem of Europe remains. For Britain—indeed 
for the world—it is the most vital problem of all. Two 
world wars have had their origin in Europe. Unorganised, 
it is still the greatest menace to world peace. Organised, 
it could be the richest cultural and economic complex in 
both hemispheres. Britain has an obvious and urgent 
interest in the establishment of an ordered, prosperous 
Europe. The fate of the only three attempts at political 
federation—the Polish-Czech and Jugoslav-Greek negotia- 
tions and Mr Churchill’s offer of common citizenship to 
France—suggest that a frontal attack on European 
nationalism is still beyond the power of diplomacy. But, 
as in the other regional groupings, a vast amount can be 
done to build up the economic, technical and social 
adjuncts of unity. From the United Nations Relief and 
Rehabilitation Administration could spring such joint 
agencies as a European medical and veterinary ser- 
vice, an agricultural advisory board with a permanent 
pool of experts and technicians. The unification of Euro- 
pean industry brought about by the Nazis could be main- 
tained to put control of heavy industry—including German 
heavy industry—under European supervision. The Ger- 
mans have also created a degree of centralised control for 
transport and the public utilities. This could surely be 
maintained in a modified form. A European grid system, 

a network of international trunk roads, joint arrangements 
for civil aviation—all these present technical problems 
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and possibilities on which the nations could work together 
without feeling and resenting a loss of sovereignty. 


Two obvious difficulties stand in the way of this ideal of 
a unified Europe. One is the fear of the European nations 
that a unified Europe would ultimately be a German- 
dominated Europe. The other is the possibility that the 
Soviets may prefer a weak and divided Europe to a closer 
organisation which, they fear, might eventually be directed 
against them. British diplomacy has at least a chance of 
dispelling both fears, provided always that its action 1s 
sufficiently clear and emphatic. By pledging its military 
and economic resources to the fullest participation in the 
re-ordering of Europe, it can act as a counterblast to the 
fear of Germany, especially if its guarantees can have the 
more or less explicit backing of the United States. And 
a frank understanding with Moscow can surely convince 
the Kremlin that a peaceful Europe is a Common interest 
and that neither of its Western allies will underwrite any 
organisation or policy directed against Russia’s security. 


All these questions represent only a part of the problems 
Britain will be called on to settle after the war. It is 
obvious, even from their bare enumeration, that they 
demand the highest measure of intelligence, flexibility 
and ingenuity. The old methods of diplomacy are bank- 


THE ECONOMIST 





September 4, 1943 


rupt. The alternative methods most generally discussed— 
federation, Leagues, political councils—are not applicable 
to a world of jealous nationalism. It follows that methods 
more various, ingenious, and insinuating must be evolved. 
The first need of British foreign policy is thus intelli- 
gence—minds open to new ideas, ready to grasp the 
possibilities of any new situation, eager to bring every 
kind of skill—technical, industrial, economic, social—to 
the solving of international problems. The second need of 
British foreign policy is hard work, not only hard work 
by diplomats and experts, but hard work by the nation 1s 
a whole so that it has both the material resources, the 
energy and the inventiveness to be a_ power-house of 
capital, of goods, of men and of ideas. However carefully 
foreign policy is devised, in the last analysis it remains 
a function of the nation’s well-being as a whole. Britain 
dominated the world of the 19th century because it was 
on a tidal wave of self-confidence at home. Appeasement 
abroad was only the expression of internal dullness and 
stagnation. So in the post-war world, the chief factor in a 
really successful foreign policy will be the attractive power 
of a Britain that has evolved its policy of full employment, 
attained its social security, assured its civil liberties, and 
that faces the future with confidence, gusto, clear-headed- 
ness and daring. 


Active Citizenship 


HE conversation took place, just about two years ago, 

at a stockbrokers’ lunch in the City of London. 
There were present a number of City men and a Russian 
journalist, with an English journalist to hold the ring, 
and the talk turned, in the light of the new Anglo-Soviet 
alliance, on the different degrees of freedom in Britain 
and the Soviet Union. The Russian was pressed to admit 
that, under the Soviets, it is not possible to oppose or 
even to criticise the Government. He replied that this is 
so, but he went on to point out that it is possible in 
Russia, as it is not in Britain, for ordinary workpeople 
not only to criticise but also to secure the dismissal of 
the seereayee of the factories or offices in which they 
work. 

Even without prejudice, there will be many people who 
will doubt whether, in Marshal Stalin’s directed and 
regimented state, freedom even in this limited sphere 
can have the same connotation as in the aspirations of 
the people of this country. But, rightly or wrongly, 
there is a widespread impression in this country that 
this element of actual participation, this measuie of 
control over the daily round and common task, is 
one important difference between the British and 
Soviet regimes. A large number of people are convinced 
that here, despite the familiar forms of representative 
government, they have neither part nor lot in the making 
of decisions: “They” rule; “We” obey. In theory, 
participation should be the common principle running 
through the whole of organised life in this country ; 
all the units of British life—the associations, the societies, 
the churches, the joint stock companies, the trade unions, 
the clubs, the friendly societies, and the political parties 
—are, in principle, based upon the free and spontaneous 
participation of all their members in all their activities. 
Yet this is precisely what is now so widely doubted or 
denied ; and so the system of local soviets and workers’ 
councils, considerably more than a little idealised. is 
regarded by many with not a little envy. “ It’s their own 
show ” people say ; and in this way they explain, naively 
no doubt, but significantly, the achievements and 
endurance of the Russian people since June, 1941. 

Those who argue like this are not, for the most part 
Socialists, still less Communists. They do not want so 
much to emulate the Russian experiment as to restore 
in the complicated context of modern government and 
economy, the associative reality of British democracy 
They are well aware of the elements in the Soviet regime 
which, from their own national and traditional stand- 


points, are alien and distasteful ; but they believe that 
their own form of freedom, which in principle they 
undoubtedly prefer, is in fact frustrated. The war has 
given a powerful stimulus to this line of thought. The 
organisation of total war has made it plainer than ever 
before that the few make policy and govern while the 
many do what they are told. On the other hand, new 
methods of giving ordinary people some sort of share in 
the making of decisions and the management of their 
daily affairs have been sought ; the joint production com- 
mittees of workpeople and employers in industry are the 
chief examples. It is certain that one of the most 
important questions which rank and file citizens. 
especially young ones, are asking about the post-war 
period is what sort of say are they, personally, going to 
have in what is done. 


‘* We and They ”’ 


Conventionally the answer to this murmuring is quite 
simple. Wartime is abnormal. Wartime government. 
unlike peacetime government, has to be by compulsion ; 
and joint production committees and similar expedients 
are necessary merely for the sake of morale in exceptional 
conditions which will end when the war ends. Then 
things will be different. Parliament will become repre- 
sentative again and reassert its authority ; so will local 
government councils. There will no longer be any need 
to order individuals about ; and correspondingly no need. 
for instance, to maintain special devices for workers ‘0 
take a share and an interest in the management of their 
work. In short, the status quo ante bellum is the answer. 
Unfortunately, it is not a satisfactory answer—though 
the emphasis laid upon the rehabilitation of representa- 
tive government is vital. The doubts which have come 
to the fore during the war are not wartime doubts. They 
are only more strongly felt in wartime ; the contrast 
between the few who give orders and the many whv 
obey them is more vivid, because of the larger number 
of orders that have to be given; and the participation 
of everybody, or almost everybody, in work and sacr- 
fice throws into relief the non-participation °° 
most of them in oa the decisions upon which the 
orders are based or in applying the orders. The fact 


- pn ~y same problem of “We” and “ They ’ 
exist 3 an wi exist again, in . . 

The problem has two sides. The scale and character of 
modern administration and economy make it impos sible 








1- 


6 CO 


—— SP es 


Oo a bee ee te 


iy 


a 6 


at 


September 4, 1943 








BATES 
ban 
, 











INCORPORATED BY ROYAL CHARTER AD i720 





The authoritative position of THE 


LONDON ASSUBANCE securely 


rests on 223 years of continuous 


world wide Operation which has 
recognised throughout as an essential 
part of its policy that integrity 1s the 


foundation of commercial goodwill. 


THE LONDON 
ASSURANCE 


HEAD OFFICE 
1, KING WILLIAM STREET, E.C.4 
Marine Dept. 157, Leadenhall Street, £.C.3 


Bedthctnctndtndtn iat dn dt dt dint dfn Rnd stn dtn dt dtn dt 





ns 22 PP PPR ERS PS ERS 


+ ef . 
BLY 
shoes Pu lt PUA bd 


BRANCHES AND AGENCIES THROUGHOUT THE WORLD 





Jt oan 
| 

| 

ome 
KISS 


> ESPPSSOSSS TS SSSETSS 


EPEFOCEOCTO PSST PSSST IT FTTH TIES 





After 
99 YEARS 





Ww LIFE 


Nt Paar Ft 


ait = : on the 5 hi 
Hos | LO li 


yn 2 wn conor Y 


: PP enon HOUSE, Telephone: 
163/4, STRAND, TEMple Bar 
LONDON.W.C.2. O38!1. 





THE ECONOMIST 


303 





ROYAL EXCHANGE 
Assurance: A.D. 1 


Experience over a period of 
more than 220 years has firmly 
established the character and 


security of the Corporation . . 





Head Office: Royal Exchange, London 

















eee 





SUN 
INSURANCE 
OFFICE 


LIMITED 


The oldest insurance 
office in the world 


Head Office 
63 THREADNEEDLE 


STREET 


LONDON 
EC2 











es Stati” ep eT ea eS 





304 THE ECONOMIST 








NATIONAL Discount COMPANY, 


LIMITED. 
(Established 1856.) 


(INCORPORATING THE BUSINESS OF MESSRS, REEVES WHITBURN) 


35 Cornhill, London, E.C.3. 


Subscribed Capital £2,153,335 
Paid-up Capital - £1,000,000 
Reserve Fund - £1,400,000 





Directors. 
Sm SIGISMUND F. MENDL, K.B.E., Chairman. 
Lt.-CoL. THE Hon. GEORGE H. S. H. GUINNESS. 
<ERS- 1GLAS. i. alate te tae 
[ron RONALD 1, BASSET. Se en ee 
COMMANDER THE HON. jae 
LOVEL W. COKE, RN. Str CHARLES D. SELIGMAN. 
Manager. R. E. de B. BATE. 
Sub- Managers. 
H. R. W. BROWN. 
W. SHEPHERD. 


Secretary. Registrar. 
W. SHEPHERD. G. H. ELLABY. 
Auditors. 

PRICE, WATERHOUSE & CO. 
Bankers. 


BANK OF ENGLAND. 
NATIONAL PROVINCIAL BANK, LIMITED. 





Treasury Bills, Bank and Mercantile Bills Negotiated. 


Money received on Deposit at Call and Short Notice 
at the Current Market Rates of Interest, and for longer 
periods upon specially agreed terms. 

Loans granted upon approved Securities. 

All communications to be addressed to the Manager. 














] EEE 








FOR A CONSIDERATE 
MORTGAGE SERVICE 


ABBEY 
ROAD 


LONDON’S LARGEST 
BUILDING SOCIETY 









ABBEY ROAD BUILDING SOCIETY, 
ABBEY HOUSE, BAKER STREET, LONDON, N.W.} 





























September 4, 1943 





War-Time 
Banking 





The Midland Bank stands ready to 

offer its services to all who need them, 
subject to limitations arising from war- 

time conditions. A 


Whether you are in the forces, some 
other field -of war or national work, 
or pursuing your ordinary activities, 
this great Bank will conduct efficiently 
the business you may entrust to its 
care, including your transfers of surplus 
deposits to the purchase of British 
war loans. 


The manager of any branch will willingly 
describe the facilities offered by the 
Bank, established over a century ago but 
ever modern in methods and outlook. 


MIDLAND BANK 


LIMITED 





Head Office: Poultry, London, E.C.2 

























ts} A MEMBER OF THE BUILDING SOCIETIES’ ASSOCIATION x 
tn Al 
is i 
Ba ty 
fh od | 
EB 8 
-- z Me 
Ix 5 x 
ne a 
a ° a) 
x St 
4 On to our Centenary % 
= v e ry ral 
i a ess 
Ba INETY-SIX YEARS have passed since eat 
Ba the Woolwich Equitable Building is 
nal Society was established. Some of al 
teal these years have been stormy ones clouded ie 
oxy by wars and financial crises. Yet during all ir) 
bx that time no investor in the Society has a 
Ba ever lost one penny of his capital or missed x 
a an interest payment. Year by year the a, 
ra Woolwich Equitable has grown in ral 
io strength. An ever-increasing organisa- ae 
12 tion has made the services pers! 
ie) of the Society available ) 
xd in all parts of ah 
ial Great Britain. Gy) 
Ra al 
es) . . ° . 4 reas 
ral Woolwich Equitable Buildin g Soctety Re 
Ea RESERVE FUNDS £2,000,000 . ASSETS EXCEED £37,000,000 Ba 
pe General Manager: 1. R. CHANDLER, F.I.A. Edy 
rea Chief Office: Equitable House, Woolwich, s.£.18 B= 
a) _ Strand Office: Dacre House, 5, Arundel Street, w.c.2 is) 
ra City Offices: 75, Cannon St., 8.c.4 . 22, Liverpool St., £.c.2 ah 
i] =F 
2s BRANCHES AND AGENCIES THROUGHOUT THE KINGDOM bo 
7 my y Pr ig ry ‘ y. 




























DTT ey eae 


September 4, 1943 


for any considerabie proportion of citizens to take an 
active share in their direction and management ; this js 
the technical reason why the few rule the many, and it 
is even more applicable in Soviet Russia than it is in 
Parliamentary Britain. But there is another reason, a 
social and human one; the vast majority of British 
people, whether as citizens or employees or church mem- 
pers or trade unionists or shareholders, have apparently 
no desire in normal times to undertake any responsibility 
for the associations to which they belong, so long as 
things go well. The state has outgrown the simpler forms 
of democratic association and, in its vastnesses, its citi- 
zens have surrendered their sense of public service. This 
question of participation | has become articulate and 
pressing in wartime Britain simply because the public 
spirit of the British people has been re-awakened to a 
phenomenal degree by the challenge of war. 


The real problem, then, is not only to apply but also 
to preserve and keep alive this public spirit in peacetime 
when the challenge of war has passed ; and to apply it 
in spite of the technical inhibitions imposed by modern 
society upon the active participation of citizens and 
workers in the community’s affairs. Two things seem 
sure about any solution. First, it is not possible to solve 
the problem of putting back the clock. To abandon large 
scale organisation and administration and mass production, 
and go back to a simpler and more primitive form of 
society, if this were conceivably possible, would be to 
throw away the means of ending poverty and 
insecurity, Which this generation is the first to 
possess. Secondly, the solution must be by a mar- 
riage of old and new methods. The rehabilitation 
and revival of representative forms of government and 
association, within the limits set by the technical condi- 
tions of modern life, is a first necessity. So, too, is the 
achievement of a genuine and universal equality of oppor- 
tunity in education, work and public service. But, in 
addition, it is necessary that there should be an adaptation 
and extension of the methods that have been used in 
wartime to secure general and willing participation in 
the war effort, including the principle and practice of 
universal national service. 


Compulsion and Consent 


During the war there has been compulsion to an 
unprecedented extent ; but the basis of the effectiveness 
of this compulsion has been universal consent. The 
beginning and foundation of recruitment for the forces, 
the factories and the air raid defence services has been the 
volunteer ; the Local Defence Volunteers sprang to arms 
in a night before the Home Guard was thought of ; the 
pilots who won the Battle of Britain and the wardens and 
hremen who fought the blitz were volunteers. Conscrip- 
ion and direction have been necessary for technical 
rather than political reasons, and there has been little or 
NO opposition to them. The explanation is significant. The 
aims of the Government in fighting the war have becn 
wholeheartedly approved, even though the right to criti- 
cise the conduct of the war in detail has been jealously, 
‘nd fruitfully, preserved ; and the people have desired 
to play their part at their appointed stations. If the aims 
of government in peaeetime can gain the same approval, 
if the same willingness to contribute in a positive way 
to the common task can be secured, the peace effort can 
be accomplished with equal success—and with greater 
freedom of choice and action for the individual. 


It is not easy to translate these —, into con- 
crete terms and specific proposals. Pace Rousseau, a 
nation cannot be forced #) be = It is possible, indeed 
essential, for the state to set its sights on targets that will 
catch the imagination and enthusiasm, and serve the 
interests, of the community: full employment, industrial 
cficiency, equal opportunity, good health and housing, 
security for the individual, the family and the nation and 
the maximum of private and public enterprise. But it 
'S Not possible to ensure by Act of Parliament that the 
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parties and the electorate will in fact choose men and 
women able and willing to set these as their marks ; to 
guarantee that the majority of citizens will be prepared, 
In peace as in war, to play a positive and active part. The 
people of Britain have more and more delegated thei: 
individual and civic responsibilities to a few professionals 
~~party caucuses, trade union officials, central and local 
government officers, industrial managers, company direc- 
tors and so on ; and they cannot be compelled by enact- 
ment to resume their active interest. Indeed, the manage- 
meat of political parties, trade unions, central and local 
administration, industry and commerce is a professional 
and full-time job. It is not true, for instance, to say that 
even Parliament will be able to reassert its authority over 
the executive when the period of war government js over. 
Parliament canno; govern in modern conditions ; its main 
functions will still be to choose the Government, accord- 
ing to the expressed preference of the electorate, to know 
what that Government is doing and to scrutinise and 
query its actions. The same is true of all the other asso- 
ciauions that make up British life. They must still be run 
by professionals ; but it is of crucial importance that thei: 
members should know and be interested in what is going 
on. There is a string of devices that might be used for 
this purpose with greater or less effect: the standing 
Commons committee to scrutinise departmental adminis- 
tration ;| the constituency committee of electors to 
scrutinise the qualifications of candidates and the activi- 
ties of Members ; the association of parents to learn and 
survey the running of schools ; the panel of shareholders 
to watch over the interests that directors no longer repre- 
sent; the joint production committee in factories and 
pits ; and the committee of consumers to speak on prices 
and products for the unorganised and amorphous mass 
of purchasers in a particular trade. But in the main these 
are growths that cannot be forced ; they depend for their 
development upon technical possibilities and upon the 
public spiritedness of the people, upon the will and the 
desire of individuals and groups of citizens to take part 
in their own affairs. All the state can do is to create the 
conditions in which active citizenship can flourish if the 
people wish it; and the state’s prime responsibility on 
behalf of the community for protecting the interests of 
electors, parents, schoolchildren, shareholders, workers 
and consumers. cannot in any case be delegated. 


Universal Service 


The state’s first duty is to represent, both in its per- 
sonnel and its policy, the true interests, desires and 
aspirations of the people ; and its second is to be effi- 
cient in the execution of that policy. Without the positive 
co-operation of every individual and every group within 
the community, which includes constructive criticism and 
honest opposition to particular Governments, the state 
can be neither representative nor efficient. Only by active 
citizenship can able and representative Parliaments be 
elected, to support and scrutinise able and representative 
Governments. Only by active citizenship and the adjust- 
ment of individual and sectional interests to communal 
needs can the goals of Full Employment, Social Security, 
Equal Opportunity and National Defence be achieved. 
That is why the greatest single contribution that the 
state can make to the remodelling of British democracy 
on positive lines, apart from the radical recasting of 
British education, is the permanent continuation of 
universal national service, so that every man and every 
woman, regardless of class or income, will be provided, 
not only with an equal opportunity to serve _e com- 
munity, but also with an equal training in the pe 
formance of service. If the widespread wartime wish to 
take a share now and afterwards in the affairs of cae 
nation reflects a lasting reawakening of Se i 
responsibility and the sense of civic duty, the nae our 
of this country’s freedom may be still to come, and the vat 
and manifold rights which the commonalty very ay y 
claim will be well and worthily earned—as earned they 


must be. 
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Enterprise and Efficiency 


HE general economic policy of The Economist, as 

expressed in an earlier article, is one of believing 
that the twentieth-century system can find room both for 
constructive experiments in the technique of collective 
organisation and also for the freedom and the dynamism 
of private enterprise. The essential is that both principles 
should be allowed to develop their positive merits and 
that neither of them should be used negatively as a brake 
upon the other. There is a sphere for each ; and though 
neither can be entirely banished from the sphere of the 
other—private enterprise cannot be allowed to be anti- 
social nor can state enterprise be wholly uneconomic— 
the effort should be so far as possible to clear the path 
for the incentive to action and progress which, in any 
particular field, is allowed to be dominant. There has 
been too much obstruction during the past thirty years. 
Collective management has been tried here and there— 
but timidly ; it has been made to conform to “ business 
principles ” and has consequently, and quite naturally, 
not shown at its best. On the other hand, the private 
entrepreneur, though he has been left with much the 
largest part of the responsibility for taking the initiative 
and bearing the risks, has been burdened with any number 
of negative restrictions imposed in the interest of social 
welfare. The aim should be so far as possible to release 
both energising principles from their bonds. 

Other articles in this Centenary Issue propound sugges- 
tions for experiments in collective organisation. This 
article is intended to show the other face of the medal 
and to suggest some of the ways in which private enter- 
prise can be liberated from its obstructions. 


The Rehabilitation of Profits 


Perhaps the most important single requirement is that 
the private entrepreneur should be restored to a place 
of honour in the community. The present position of a 
great body of opinion is frankly absurd. On the one hand, 
nobody but the fanatics imagines that more than a com- 
paratively small proportion of the national economy will 
be transferred to the management of the state for many 
years to come. Gradualness is not becoming less inevitable 
as the years pass. On the other hand, the business man is 
told that he is an anti-social influence. The manager 
of the nation’s business (or at least of the largest part 
of it) is told that he is incompetent and immoral—and 
is left in charge. It ought to be said with all necessary 
emphasis that the private entrepreneur has been, is, and 
will remain a member of society of more than average 
usefulness and of complete acceptability. He is not simply 
a transient and embarrassing phantom, a mere caretaker 
left in charge until the state can get around to expropriat- 
ing him. He is a permanent pillar of economic society. 
He will not, it is true, have the whole of economic 
activity for his province, as in the past. He may, in the 
course of time, be restricted to only about half of the 
national economy. But in that half he will continue, for 


as far ahead as can be seen, to be the linch-pin of the 
economic mechanism. Not on 


ly will he so continue, he 
should So continue. Such, at least, for better or for 
worse, is the opinion of The Economist. 


Much of the confusion arises from the ve 
thinking that is now fashionable on the aiiex aa 
profit motive. The Archbishop of Canterbury, it must be 
said, has done more than any other individual to obscure 
the issues. What distresses the moralists—and quite 
properly so—is to think of any activity as being impelled 
by greed. If they confined themselves to the condemna- 
tion of excessive profits, no one would disagree with them 
But they do not. Their moral arguments apply only to 
excessive profits; but they speak of the profit motive 
tout court, and the Archbishop’s famous example of his 
tailor shows that he cannot distinguish between profits 
and excessive profits. A trader who puts his prices up in 


order to conserve his circulating capital is no more yicid- 
ing to greed than a clergyman asking for Easter offerings ; 
he is protecting himself against loss of livelihood. 

The avaricious are to be found in every walk of life, 
and perhaps most frequently among business men. But it 
is a fantastic misunderstanding of the nature of the 
economic process to suppose that there is anything 
immoral about the profit motive. The Economist, for 
example, is run for profit. What does this mean? Simply 
that it cannot afford to run at a loss. A better name for 
the profit motive, in fact, would be the avoidance-of-loss 
motive. For every one business man who is motivated by 
the desire for excessive gain there are twenty who never 
get a chance to do more than avoid losses after paying 
a moderate rate of interest on their capital. No business 
enterprise which does not enjoy the state’s taxing privilege 
can follow any other motive than the profit motive. 
Wherever there is an enterprise which boasts of not 
operating for profit, it will be found on examination either 
that it enjoys a subsidy or a guarantee against loss from 
some profit-earning body or else that its profits are so 
high and so well protected that it can afford to play the 
hypocrite. 

It really is time that there was a little straight thinking 
on this subject of profits. The avoidance of loss is the 
necessary condition for an economic employmen: of 
resources. The emergence of a profit is (with certain well- 
recognised exceptions) the best proof of economic effi- 
ciency. It is true that many large incomes are based on 
profits (past or present) and that gross inequality of 
wealth is becoming more and more distasteful to the 
public. But to- attack profits because there are rich men 
is like prohibiting milk because there is tuberculosis. 
Profits are not the enemy of wages, but the ally ; they 
go up and down together, and it should be the interest 
of the Left to see that profits are as high as possible— 
whatever steps they may subsequently take to see that the 
profits do not get into rich men’s pockets. 


The Bugbear of Control 


It will not, however, be enough simply to pat the 
business man on the back and tell him he is discharged 
without a stain upon his character ; some more specific 
action will be needed. One of the business man’s chief 
bugbears is what he calls bureaucratic control by the 
state, by which he means all those activities that involve 
filling up forms and requesting permission. Now ‘ }s 
obvious that the exercise of purposive direction by the 
state is going to require a volume of control, less doubtless 
than in wartime, but more than the business man has been 
accustomed to in the past. When the business man 
inveighs against “ control ” in general, he does not deserve 
a very great deal of sympathy. But there are controls and 
controls, and it is important that care and forethought 
should be given to the nature and technique of st2t¢ 
controls as well as to their purpose. 

_ The chief essential is to avoid divided authority and 
its concomitant, negative or restrictive control. Whenever 
one party has the initiative for taking action, and another 
party has to give its permission, there is danger of divided 


- authority. Whenever, of two parties (the industrialist and 


the state), only one can say yes, but either can say 0 
there is a two-to-one bias of negation. In some cas¢s; 
the activities of an industry are so closely affected with 
the public interest that the state must require its pet 
mision to be given in advance and in detail for every 
step in the development of policy—it may be that trans- 
port charges are a case in point. But if an industry g¢'s 
to this point, there is a strong case for bringing it under 
State operation as well as state control. 

In the generality of industries, the state’s endeavour 
should be to choose, for such controls as it finds necessary; 
the least hampering forms. Thus, in many cases, control 
can be effectively exercised by a requirement of publicity 
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—that is, by leaving the business man free to act, provided 
he has to tell the world what he has done after he has 
done it. In other cases, instead of requiring a detailed 
system of licences the state can proceed by laying down 
a general principle of policy and by taking action posr 
facto against anyone who infringes it. Or there is the 
technique of the open licence, which, with particular 
application to the markets of the City of London under 
exchange control, is described in another article in this 
issue. The tendency, in evolving the technique of controls, 
has been to consult the convenience of the bureaucrat 
much more than that of the business man. The former’s 
desire is to have every case submitted beforehand for con- 
sideration and consent ; the aim is to avoid mistakes. The 
business man’s interest is to have known limits within 
which he can operate, but to be free to take his own 
decisions within those limits. It might be a sound idea 
to have a standing body, attached to each Ministry, whose 
task it was, not to question the purpose of controlling 
measures, but to adapt their form as closely as possible 
to the need for preserving the freedom of enterprise. 


TaxeCollector and Wage-Earner 


Hardly second to control as a business man’s bugbear 
is taxation. Here again, the plea is not to reduce the 
volume of taxation (at least, if that is the plea, hard 
necessity prevents it from being listened to) but to levy 
it in the least damaging way. Any form of taxation has 
some deterrent effect on enterprise, but some are far 
better in this respect than others. The vital distinction is 
between taxes which diminish the rewards of enterprise 
and these which increase its risks, and there is nothing 
that more clearly illustrates the fact that the so-called 
“ profit motive ” is really the “ avoidance-of-loss motive ” 
than this distinction. If, through the operation of a 50 per 
cent income tax, the reward that a business man can hope 
to reap from a given transaction is cut in half, that will, 
admittedly, have a deterrent effect on his willingness to 
take the plunge. But the deterrent effect will be com- 
paratively small ; he will not have to pay the tax unless 
he reaps some reward. But if the tax is of the kind that 
has to be paid in any event, win or lose, then it actually 
increases the risk that the transaction will, in fact, result 
in loss, and the deterrent effect is much larger. Thus the 
golden rule in taxation is not to levy it until the profit 
has emerged ; the taxation of losses inevitably leads to 
lack of enterprise and unemployment. 

Between the wars, the British fiscal system took, in this 
respect, one step forward and a number of steps back. 
Rates, which have to be paid win or lose, were very largely 
removed from industrial undertakings in 1929. But there 
has been a steady growth in employers’ contributions to 
social insurance (which, being a tax on employment, are 
a factor tending to make the giving of employment un- 
Profitable), in heavy indirect duties adding to transport 
costs (such as the motor vehicle licences and the petrol 
duty), in protective tariffs on raw materials and in levies 
for special purposes such as the spindles levy in the 
cotton spinning industry. The argument is not that less 
money should be raised from industry, but that it should 
be levied after enterprise has been successful. Instead 
of the contribution to be levied from employers under the 
Beveridge Plan, for example, the present National Defence 
Contribution—a straight proportional tax on business 
profits—should be converted into a Social Security Con- 
tribution. 

Labour is the source of another set of restrictions on 
the freedom of action of the business man. Here the 
argument is again similar—not to abridge in any way the 
gains won by Labour in recent decades, but to see that 
they fall on the business man in the way least likely to 
lead him to curtail his activities. Labour affects the 
business man in various ways. There is, for example, the 
question of restrictive practices—the sort of job-protecting 
tule that leads a trade union to insist on having twelve 
men on a machine that four or five could handle efficiently. 
: iS easy to understand how these practices arise ; but 
tom the social point of view there is nothing whatever 
to be said for them, and it would be a good thing if the 
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employer could be given more assistance by the state— 
— the Labour movement as a whole—in combating 

Much the most important aspect of labour relations is 
the subject of wages, since nearly everything else that is 
done in the name of Labour has its effect upon labour 
cost and hence on wages. A high standard rate of wages 
is like any other form of fixed charge, an obstacle to the 
avoidance of loss and therefore a deterrent to enterprise. 
Trade union policy, in its earlier phases, necessarily con- 
centrated on the concept of the standard wage, and it has 
become one of the Labour canons. But it is easily possible 
for labour to price itself too high and restrict its own 
market. Wages and earnings are not the same thing, and 
the individual wage-earner, like the tax-collector, might 
well earn more if he would defer part of his 
claim until the profit has been earned. From the 
point of view of a community that believes both 
in a high level of earnings and also in private 
enterprise, the ideal wage system is one that com- 
bines a moderate standard rate with a large share in 
profits. No such system can, with fairness to the worker, 
operate with variations from firm to firm in each industry; 
but there is a case for operating from industry to industry 
the sort of “ascertainment” that has functioned in the 
coalmining industry for many years. 


The Equity Principle 


Together with the tax collector and the wage-earner, 
the other partner to whom the manager of industry has to 
make payment is the capitalist. The principle remains 
the same: in so far as the payment is fixed in all circum- 
stances, profit or no profit, it is a deterrent to enterprise ; 
in so far as it is not made until after the profit has been 
earned, it can be far larger without being a deterrent. 
The business man’s interest, in other words, favours equity 
financing and the ordinary share. Here, too, there has 
been retrogression between the wars. More and more the 
supply of capital has come to be in the hands of the 
banks, the institutional investors and the “small investor ” 
—each of whom, for his own reasons, prefers a fixed 
interest security—less and less has it been in the hands 
of the rich man who was willing to take a risk. The state, 
so far from discouraging this tendency, has actively 
furthered it ; for the new publicly-controlled boards, such 
as the Central Electricity Board and the London Passenger 
Transport Board, have been endowed with what is very 
nearly wholly fixed-interest capital. One of the more 
encouraging developments has been the growth of the 
unit trust movement, which is educating the small man 
in equity investment. Business in general looks like 
becoming a more rather than a less chancy matter, and 
it is essential that ways should be found by which the 
entrepreneur can get his capital on terms that share the 
risks and the profits. If the capital market is to be still 
further “institutionalised,” then the institutions must be 
made equity-minded. 

This contrast between risks and rewards is, in fact, the 
heart of the matter. The gross revenue that the entre- 
preneur can draw from his venturing is becoming steadily 
more fluctuating and erratic as the world grows less stable. 
But at the same time the tax-collector, the wage-earner 
and the capital-provider have been making their demands 
more rigid. Between a fluctuating income and a rigid 
outgo, the risk of loss—which no private person can afford 
—is obviously greater. This, no doubt, largely explains 
the business man’s endeavours in these last few decades 
to seek stability for his incomings by all the devices of 
protection, monopoly, restriction, price fixing and quota 
limitation. That way, as every one knows, lie stagnation 
and inefficiency. If the business man is to be told (as ke 
should be} to abjure this form of error, he has a right to 
retort that there are others who should be told that they 
too cannot have perfect stability in an unstable world. It 
is the business man’s particular function to take risks and 
to act as a shock-absorber between the world’s instability 
and his other partners. His réle is to have a fluctuating 
income. But there is a limit to the risks he can bear and 
still play his part. It is the community’s interest to restore 
to him the possibility of free action. 
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The Future 


T is part of the institutional apparatus of banking to 
l fart sn an air of traditionalism and stability. Banks 
cannot exist without the confidence of the public, and 
confidence is not easily granted to the changeable and 
the erratic. Banks must seek liquidity, but not fluidity. 
Their architecture is chosen (perhaps subconsciously) to 
suggest massive permanence and the whole appearance 
they present to the world must set at defiance the muta- 
bility of human fortunes. 

Behind this professionally unruffled facade, however, 
the calling and industry of banking has been changing 
more rapidly in the last thirty years than in probably any 
other comparable period since the banker evolved from 
the goldsmith a quarter of a millennium ago. A bank— 
not only in this country—will be a significantly different 
institution after the Second German War from what it 
was before the First. The changes have not been at the 
instance of the banks themselves, nor have they been 
entirely welcome. The banks, in fact, have been largely 
passive agents, and the transformation of their actiyities 
has been a by-product of the wider convulsions of our 
times. 

The nature of the changes can best be seen by a sum- 
marised comparison of balance sheets. The following 
table shows the assets and liabilities of the joint-stock 
banks of Great Britain in 1913 and in 1943. The figures 
for almost all the English banks are for December 31, 
1913, and for June 30, 1943 ; those for the Scottish banks 
are from the balance sheets nearest to those dates: — 


Joint Stock BANKS OF GREAT BRITAIN 


(£000's) 
Liabilities 
1913 1943 
£ £ 
Capital and reserves .............. 99,364 176,508 
Pe Nebiccwidstcnsvvarve eevee 935,239 4,060,125 
eS re are 88,251 163,850 
Tot ¢..-..... 1,122,854 4,400,483 
Assets 
Cash in hand and money at call and 
IID a2 ici oS gi Oh Sa 269,919 817,430 
Se | ae RL eine eral ts 159,287 1,418,538 
Treasury deposit receipts ....... is 905,500 
Discounts and advances ........... 617,564 1,076,533 
Other assets ..................... 76,084 182,482 
a 1,122,854 4,400,483 


The most obvious difference between the two years lies 
in the totals of assets and liabilities. In the thirty years, 
the balance sheet totals have increased almost exactly 
fourfold. At first, this may not seem badly out of line 
with the increase in the national income in the same 
period. National income in 1913 was probably about 
£2,400 million and must be running in 1943 at about 
£7,500 million—an increase of just over 200 per cent. 
But national income is unduly swollen by war conditions. 
If the comparison is made over the 25-year period from 
1913 to 1938, from the eve of one war to the eve of the 
next, the increase in the balance sheet totals of the banks 
was 163 per cent, and in the total of deposits 177 per 
cent, compared with an increase in the national income 
. about ac a _ Clearly, the banking business has 
een expanding much more rapi 
income ree boo ay pidly than the wealth and 
le cause of this expansion is, of course 
creation of credit during the two wars of this Pred 
A full-scale war cannot be financ 


ed wholly out 
proceeds of taxation and of “genuine” Beste dies 
savings derived from individual and corporate expendi- 


tures being less than income). Both in the last wa di 
this, the Treasury has had to have recourse to the banks. 


This method of is not necessarily inflatio i 
the wider economic sense of the term ie may pel 
reflect the hoarding of funds by persons who, for one 
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reason or another, do not invest them in Government 
loans. But it certainly exerts an inflationary effect upon 
the balance sheets of the banks. When a bank advances 
£100,000 to the Government against Treasury deposit 
receipt, £100,000 is added to the assets and (when ihe 
Government spends the money) to the liability side of 
the balance sheet without there being any, or at least any 
commensurate, subtraction from any other items. 


The Unreceding Tide 


This is, of course, familiar doctrine. But what is more 
interesting, and less generally realised, is that the tide 
never recedes. So far as it is possible to tell from the 
inadequate statistics, the banks’ deposits increased during 
the last war—say from 1914 to 1920—in slightly smaller 
proportion than the national income. But when the war 
was over, national income diminished under the double 
influence of falling prices and. rising unemployment, 
while the credit created remained. The highest end-year 
total of deposits in the English and Scottish banks was 
£2,266 million in 1921 ; the lowest of the subsequent 
years was £2,048 million in 1925—a fall of less than 10 
per cent from highest to lowest. When the war and its 
aftermath were over, the public was left with a substan- 
tially higher volume of money and credit, relatively to its 
income, than it had before the war began. Moreover, 
throughout the years of peace, there seemed to be a 
similar tendency for the money supply to outrun the 
national income. Between 1924 and 1938, the national 
income, on Professor Bowley’s estimates, increased by a 
little less than 12 per cent. During this period, the total 
of English and Scottish bank deposits increased by 26 
per cent. If the period is examined in detail, the cause 
is discovered to be similar to that in the war period. When 
the national income is increasing, as in 1924-29 and 1932- 
38, the banking system expands; when the national 
income contracts, as in 1929-32, the banking system does 
not contract with it. 

The present war is repeating the experience of the last. 
The exigencies of Government finance are creating the 
necessity for a large and continuous expansion in the 
banking system. Every year since 1939, the deposits of 
the London clearing banks (whose figures, unlike those 
for all the banks in the country, are available month by 
month) have increased by from 10 to 18 per cent, and 
1942, on the average, was about 44 per cent above 1938. 
This is less than the increase in the national income, 
which was 644 per cent in the same period. But the 
national income will fall after the war; there will be a 
reduction in overtime earnings and some prices will fall, 
even though any overall decline in the price-level 1s 
avoided and full employment is attained. In the April, 
1943, issue of the Economic Journal, Mr Nicholas 
Kaldor estimated that the post-war national income—0? 
certain reasonable assumptions, of which a 25 per cent 
rise in the general level of prices was one—would be 
£6,500 million, or 40 per cent above the 1938 level. But, 
if the recent rate of expansion in the banking figures 
continues until the end of 1944, bank deposits in 1945 
will be from 80 to 85 per cent above 1938. In these quite 
likely circumstances, over the whole 32 years from 1913 
to 1945, bank deposits will have increased about fivefold 
and the national income about 23 times. The ratio of 
bank credit to the national income will have almost 
doubled in a generation. If war finance continues beyond 
the end of 1944, or if there is a slump in prices, 0 if 
reasonably full employment is not maintained—in any of 
these contingencies the conclusion will be reinforced. 

It would be tedious to recite the figures for othet 
countries. It must suffice to say that all other countrie® 
with a similar banking tradition to the British have had 
the same general experience, with the exception that '" 
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LLOYDS 
BANK 


LIMITED 





The name of Lloyds has been a household 
word in banking circles since 1765, when the 
firm of Lloyds & Company was established 
at Birmingham. In 1865, this firm became 
a Joint Stock Company and was known as 
Lloyds Banking Company Limited, which 
name was changed to the present title in 
1889. Since 1865 more than fifty private 
and Joint Stock Banks, one of which was 
established in Lombard Street in 1677, have 
been absorbed by Lloyds. 


Whilst maintaining many of the traditions 
attached to the days of the private banker, 
Lloyds Bank has kept abreast of th: 
changing conditions and customs of the 
time, and the services it offers have been 
constantly extended and modernised. 


Head Office : 
71 LOMBARD STREET, LONDON, E.C. 3 
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The Westminster Bank 


is represented by an extensive 
system of branch offices in 
England and Wales with agents 
elsewhere, and is amply equip- 
ped to conduct your private and 
commercial banking business. 
The Manager of any branch will 
gladly give an interview to 
discuss or explain any point 
which will help a client, or 
prospective client, to a full use 
of the services available to the 
Bank’s customers. 


WESTMINSTER BANK 


LIMITED 
Head Office: 41 Lothbury, London, E.C.2 










































































Established 
1833 


NATIONAL 
PROVINCIAL 
BANK 


LIMITED 


Head Office : 
15 Bishopsgate, London, E.C.2 


Affiliations : 
COUTTS & CO. 
GRINDLAY & CO. LTD. 






































Experience and Progress 


Barclays Bank has a history covering a 
period of mofe than two centuries. The 
accumulated experience and sound traditions 
of the past are united with a progressive 
policy in an organisation fully equipped to 
meet all modern requirements. 

The Bank has Branches throughout 
England and Wales and is directly 
represented by affiliations in many parts of 
the Empire and elsewhere. 


BARCLAYS 
BANK 


LIMITED 


Head Office: 
54. LOMBARD STREET, LONDON, B.€.3 
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GREETINGS 


CONGRATULATIONS 


THE CHARTERED BANK 
OF INDIA, AUSTRALIA 
AND CHINA 


having nearly concluded 100 years of suc- 
cessful banking in India and the Far East, 
extends best wishes to The Economist on the 
attainment of its Centenary of pre-eminent 
journalism. 


HEAD OFFICE 
38. BISHOPSGATE, LONDON, E.C.2 
_ WEST END BRANCH 
28, Charles II St., Haymarket, S.W.1 


Manchester Branch: 52, Mosley Street 


The Bank offers a complete Overseas Banking 
Service and provides exceptional facilities for 
financing every description of trade with the East. 
Deposits for Fixed Periods or repayable at call 
or at short notice are received at rates which may 
be ascertained on application. 

The Bank also undertakes Trusteeships and 
Executorships. 
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THE 


MERCANTILE BANK 
OF INDIA LTD. 


Head Office : 
15 Gracechurch St., London, E.C.3 





CAPITAL AUTHORISED 


£3,000,000 
CAPITAL PAID UP... — £1,050,000 
RESERVE FUND AND UNDIVIDED PROFITS ... £1,258,184 





BOARD OF DIRECTORS 
Sir Charles Alexander Innes, K.C.S.1., C.LE, (Chairman) 
Sir Thomas Smith, Kt., V.D. (Deputy Chairman) 
The Hon, R. H. V. Smith James Steuart, Esq. 
Sir Clifford Figg Sir John G. Hay 
Evelyn James Bunbury, Esq., M.C. 








BRANCHES AND AGENCIES 
THROUGHOUT THE EAST 


NEW YORK AGENCY: BANK OF MONTREAL 





Every Description of Banking Business transacted. 
Trusteeships and Executorships Accepted. 
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National Bank of India 


LIMITED. 
Established in Calcutta 29th September, 1863. 
Bankers ‘to the Government in Kenya (B.E. Africa) & Uganda. 


SUBSCRIBED CAPITAL - - £4.000,000 
PAID-UP CAPITAL - - -  £2,000,000 
RESERVE FUND -~ - -  £2,200,000 


Board of Directors: 
R. LANGFORD JAMES, Esq., Chairman 
J. K. MICHIE, Esq., Deputy Chairman. 
L. 1. CARMICHAEL, Esq. W. SHAKSPEARE, Es 
W. G. LELY, Esq. A. N. STUART, Esq 
J. R. H. PINCKNEY, Esq., C.B.E. 
General Manager - . R 
London Managers T 


1 


. L. HIRD. 
. T. K. ALLAN. 
. W. CHISHOLM 


HEAD OFFICE : 


26, BISHOPSGATE, LONDON, £.(.2 
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f 
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BRANCHES : 
CALCUTTA. COCHIN. MOMBASA 
BOMBAY. RANGOON, NAIROBI | Kenya. 
MADRAS. MANDALAY. NAKURU | 
KARACHI. COLOMBO. KISUMU 


CHITTAGONG. KANDY. ENTEBBE | 
AMRITSAR. | NUWARA ELIYA. KAMPALA ! Uganda. 
CAWNPORE. 2N JINJA 

DELHI 


> 
o 


v7) 


' STEAMER POINT, TANGA ee 
LAHORE. ADEN. DAR-ES-SALAAM eneeayike 
TUTICORIN. ZANZIBAR. MWANZA » +erritory 

AGENOY: 


GALLE, CEYLON ... ... .. MESSRS. CLARK, SPENCE & C0. 

The Bank grants Drafts and Telegraphic Transfers on all 
places where it is represented; negotiates and collects Bills of 
Exchange; collects Pay, Pensions, and generally transacts every 
description of Eastern Banking business. 

Current Accounts opened and Deposits received for fixed 
periods not exceeding one year; rates available on application. 
Circular Letters of Credit available throughout the World 
issued to constituents at Head Office and Branches. 

Trusteeships and Executorships undertaken. Income Tax 
Returns prepared and Claims submitted. 











THE 
STANDARD BANK 
OF SOUTH AFRICA 


LIMITED 


Bankers to the Imperial Government in South Africa, and 
to the Governments of Southern Rhodesia, Northern 
Rhodesia, Nyasaland and Tanganyika 





CAPITAL, Authorised & Subscribed £10,000,000 
CAPITAL PAID UP ... £2,500,000 
RESERVE FUND ... £3,000,000 


10, CLEMENTS LANE, LOMBARD STREET, and 
77, KING WILLIAM STREET, LONDON, E.C. 


London Wall Branch: 63, London Wall, E.C.2. 
West End Branch: 9, Northumberland Avenue, W.C.2. 
New York Agency: 67, Wall Street. 





BRANCHES THROUGHOUT THE UNION OF SOUTH 
AFRICA, SOUTH WEST AFRICA, SOUTHERN AND 
NORTHERN RHODESIA, NYASALAND, KENYA. 
UGANDA, TANGANYIKA, ZANZIBAR AND 
PORTUGUESE EAST AFRICA. 
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many cases (in the United States, for example) the depres- 
sion led to much greater monetary expansion tha 
occurred in this country. 

Expansion, even on this scale, would not by itself 
justify the assertion, with which this article started. that 
the whole character of banking is changing. But the 
expansion has had profound effects upon the composition 
of both sides of the banks’ balance sheets. On the liabili- 
ties side the changes are not immediately apparent. 
Capital and reserves, it is true, are much lower relatively 
to the total business than they were thirty years ago, 
with the result that satisfactory dividends can be earned 
with a lower rate of profit on turnover. But the more 
important changes on the liabilities side are wrapped up 
in the total of deposits. In fact, it is impossible to be 
certain what the changes are. It can only be said that 
they must be considerable. Since 1913, something like 
£3,000 million of bank credit has been created and has 
lodged in the deposits of the banks. Who owns these 
deposits? How has the distribution of the total—for 
example, between individuals and business firms— 
altered? These are questions to which it would be most 
valuable to have the answers. One thing, however, is clear. 
The deposits now on the books of the banks have not 
originated from anything that can properly be called 
saving. Three-quarters of them have come into existence 
since 1913, and their origin lies in Government financing. 
Whatever may have been true in the past, it is almost 
wholly misleading today to regard bank deposits as the 
fruit of voluntary abstinence on the part of anybody. 


Investments and Advances 


The changes on the assets side are more interesting. 
Over the whole period, the figures are available only in 
the very summary form given in the first table of this 
article. Even this, however, shows the main outlines of 
the changes that have taken place. In 1913, investments 
were only 14 per cent of the total assets, while discounts 
and advances were §5 per cent. To-day, investments have 
risen to 32 per cent, and discounts and advances have 
shrunk to 24 per cent. The story can be traced in more 
detail from the London clearing bank returns for the 
period from 1924 to date. In the following table, the 1924 
figures are the monthly average of that year, the 1943 
figures the average of the first six months of the present 
vear. (The division of discounts between commercial and 
Treasury bills has been estimated for 1943; the 1924 
hgure is taken from the Macmillan Report): — 


LONDON CLEARING BANKS 


1924 1943 
mn. Z mn 
Cash in hand and at Bank 
of England and cheques in 
_ course of collection...... 217 11-4 499 13-1 
Mone y at call and at short 
ROUGE Suis de eo eee ees 80 4-2 151 £0 
Commercial bills discounted 126 6-6 (50) i -3) 
{reasury bills discounted . . 105 5-5 (123) 3-2) 
‘reasury deposit receipts .. os ; 917 a8 °8 
ANVOStINOIIE . oadcieteew ic 365 19-1 1,133 29 +8 
\dvances to customers, etc. 774 40-6 739 20-0 
Uther GORNR or een 239 12-5 168 ied 
Lote ame os Se. 1906 100:0 3,800 100-0 


The money at call and at short notice is used in the 
stock exchange and discount markets and can therefore 
be regarded as indirectly invested in securities and bills. 
If an arbitrary distribution of this figure is made, it would 
appear that in 1924 the clearing banks were lending about 
4500 million to the Government against about £950 
million to the public. In 1943 the figures are about £2,275 
million to the Government against £860 million to the 
public. In 1913 loans to the Government probably 
absorbed only about one-sixth of the banks’ resources and 
Nn 1924 only just over one-quarter ; to-day the proportion 
1s three-fifths and by the end of 1944 it may well be about 
two-thirds or even more. 

Nor is this change due entirely to the increase in 
Government _ securities. Perhaps the most interesting 
Phenomenon ofall is the decline in advances. In 1913 
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the advances of the constituent elements of the present 
clearing banks were probably about £450 million ; in 
1924 they were £774 million, and to-day they are £759 
million. hus over the whole period of thirty years, wh le 
the national income has more than trebled, the public 
need for accommodation from the banks has increased 
by less than 70 per cent ; and during the nineteen years 
since 1924, while the national income has nearly doubled, 
advances have actually fallen. Wartime conditions. 
admittedly, are peculiar ; but the comparison would still 
be startling enough if it were taken to 1938. 

What has been happening, in short, is that the state 
has been forced to multiply the means of payment in 
existence. This newly created credit has lodged in the 
hands of individuals and business firms who use it as 
their circulating capital instead of borrowing from the 
banks. The banks are left to hold, in the form of deposits, 
this greatly inflated corpus of credit, while the mere fact 
of its existence deprives them of the possibility of employ- 
ing it in the classical way. In other words, the textbook 
definition of a bank is now badly out of date. A bank used 
to be an institution which collected savings by offering 
to pay interest on them, and used them to make loans ¢o 
industry and trade. A bank nowadays is an institution 
which holds the credit-money of the community, created 
by Treasury financing, and uses it to finance the Govern- 
ment deficit. 

Will there be a reversal of trend after the war? There 
may be some revival in the demand for advances, and it 
is possible that the banks will be able, over a period of 
years, to dispose of some of their inflated holdings of 
investments (the second change depending, of course, 
upon the first). But it is unlikely that there will be any 
substantial reversal. If, after the last war, in spite of the 
sharp deflation of prices and chronic depression, there 
was a contraction of less than 10 per cent in the total 
volume of bank credit, is a large decline, or any decline at 
all, likely after this war? Moreover, both public and 
expert opinon, in its present mood, looks with much less 
disfavour on Budget deficits than it did after 1918. The 
omens would seem to suggest a continuance rather than 
a reversal of recent trends. 


The Pampered Depositor 


If so, several important consequences for the banking 
svstem seem to follow. Banking practice hitherto has been 
based on attracting and pleasing the depositor. He was 
the basis of the business. Unless he could be persuaded 
first of all to accumulate savings and secondly to entrust 
them to the banks, there would be no banking business. 
But this is completely untrue to-day. The depositor can- 
not do anything else with his balances but leave them on 
deposit. They did not originate in any abstinence on his 
part ; they came into existence as bank credit, and can 
have no other form of existence. Even an attempt to 
convert them en masse into “currency ” would have no 
other effect on the banking system as a whole than to turn 
them from one form of bank debt into another (though 
it would, of course, raise difficult problems as between 
the joint-stock banks and the Bank of England). The 
depositor of to-day is rendering no service to the banking 
system in “ depositing his money” with it; he cannot 
help himself ; and the banks are performing a very large 
service of convenience to him in handling his transactions. 
The boot is entirely on the other foot. It is true that any 
individual bank must, in’ theory, defend its deposits 
against the other banks, but with such few and such 
equally weli managed banks as there are to-day, there 
is really little force in this argument. It follows that “wr 
is no longer any justification for the pampering oO 
depositors in which the British joint-stock banks, perhaps 
more than those of any other country, still indulge. The 
banks perform most valuable services for their depositors 
for which their charges are much lower than either the 
cost of performing them or the sum the depositor would 
pay rather than go without them. Of the functions on 
the banks perform, that of holding the community's ee 
and handling its transactions is being heavily subsidise 
at the expense of the others. 
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The Cost of the Debt 


What are these other functions? Broadly speaking, 
they are those of lending to the Government and to the 
public, in the ratio of about three to the former and one 
to the latter. Clearly, if the rates charged for these loans 
can be reduced, the public interest will be served. Cheap 
money is an essential part of any full employment policy 
and the rate charged by the banks for advances is one of 
the basic elements in the whole mierest-rate structure. 
As for the rate charged on loans to the Government— 
whatever the exact instrumentality—the advantages of 2 
reduction are obvious. The only justification that can b: 
advanced for charging anything like commercial rates 0a 
created credit lent to the Government is that the banks 
incur costs in handling the deposits to which their loans 
give rise. But if depositors bore the costs of handling, this 
argument would disappear. It would certainly be wrong 
after the war to fund the floating debt now held by the 
banks (either in Treasury Bills or in Treasury Deposit 
Receipts), unless some form of funding could be devised 
that would not increase the rate of interest paid. And 
methods should be explored of further reducing the 
burden on the Exchequer of servicing the public debt 
held by the banks. There are great technical advantages in 
having part of the banks’ holdings in securities which 
can be bought and sold on the market, and these securi- 
ties naturally bear the market rate of interest. But the 
rate paid on Treasury Bills and Treasury Deposit 
Receipts is fixed almost at will, without regard to the 
markets, and it might not be impossible to assign arbitrary 
rates of interest to part of the banks’ long-term holdings 
—that is, co their investments. 

This suggests an altogether novel way of regarding the 


profit-and-oss position of the banks. After this war, some - 


two-thirds of their business will, in effect, consist of 
financing the Government, and on the greater part of this 
business there is no external criterion for determining rates. 
Qver a period of years, the aim should be to shift the 
greater part of the burden of meeting the operating costs 
of the banks—suitably abridged by all reasonable econo- 
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mies—on to the depositors, at least to the extent of charg- 
ing, for the services performed, what they are worth to ihe 
recipient. If, after this has been done, there is any part 
of the total costs (including reasonable profits) which is 
not covered by (a) interest charged on advances, and (b) 
interest earned on securities purchased in the open 
market, then—but only then—a charge should be made 
for the remainder of the public debt held by the banks, 
In other words, the cost to the Exchequer of this portion 
of the national debt would be the net cost of operating 
the banking system, after all those for whom it performs 
services have paid for them. This net cost mighi well 
turn out to be nil, or even negative. 


This suggestion has been stated bluntly, with the aim 
of clarity. But it would be sufficiently disruptive of tradi- 
tional banking practice to require the most careful exam- 
ination before it could be applied. It may, in part, be de- 
scribed as an attempt to apply to the banks as a whole th: 
principles that already govern the Issue Department of 
the Bank of England. The analogy is close ; for the joint- 
stock banks are rapidly approaching the position of the 
Issue Department. On one side of their balance-sheets 
they are issuers of fiduciary money ; on the other they 
are holders of public debt. 

It is not the purpose of this article, however, to pro- 
pound any specific proposals, except by way of i!lustra- 
tion of the type of adjustment that will be necessary to 
meet the changed position of the banks in the communi'y. 
It is the extent of thag change that it has been here 
intended to ¢mphasise. Thirty years ago, the banks were 
trading institutions like others, with particular responsi- 
bilities for probity and caution, but with no closer organic 
connection with the central mechanism of the state than 
many other industries. To-day, they have been caught u) 
in that mechanism beyond the possibility of disentangling. 
It is easy to show that the ingenuous device of simple 
nationalisation would create many problems and solve 
none. But it is even easier to show that some readjust- 
ment of the banks’ relationship to the consmunity will 
soon be inescapable. 


The Steel Industry 


A Case-Study in Industrial Policy 


HE steel industry of Great Britain is an excellent 

_ Clinical case for the new art of industrial politics. 

It is an industry whose existence and efficiency are basic 
to the strength of the country in peace or in war. It is an 
industry whose present state is unsatisfactory. But it does 
not lend itself either to simple nationalisation or to simple 
competition. And the compromise solution that has been 
pursued simce 1932, that of a protected and state- 
sponsored cartel, seems to most of those who have no 
interest im the matter to be the worst solution of all. 
Monopolistic practices in the steel industry would ensure 
an early if comfortable death from hardening of the 
arteries ; the enforcement of price competition would 
bring a painful death from capital starvation ; bureau- 
cratic control might keep the industry going, but with 
the community paying its bills. The economics of steel 
illustrate the — need for a new technique of organi- 


eusure the progress and effici of 
large-scale modern industries, ‘a technique which should 


the capital required for a modern steel plant is very large, 


cesses are continually being evolved—for example th: 
new sheet mills of Richard Thomas and Co., Ltd., a 
Ebbw Vale, turn out not only cheaper but also better 
sheets than the old mills in South Wales. Thirdly, the 
demand for steel fluctuates very widely from year to year. 
The management of an efficient steel industry thus 
involves not merely a high degree of technical competence 
_ initiative, but the willingness and ability to take large 
r1SKS. 


Defects of Old Methods 


The organisational difficulties of the industry ar.se oul 
of these three factors. In the period before 1914—0r 4! 
least until the end of the nineteenth century—these difiicul- 
ties did not arise, partly because the demand was stil 
rising rapidly, but mainly because, in the then state of 
technique, there was room in the British market for 3 
comparatively large number of separate units. The condi- 
tions approximated to those of a competitive markct. and 
competition worked. The basic reason why free compe 
tition (which may still be appropriate in the United 


. States) will not work in Great Britain to-day is that ‘he 


units are too large relatively to the market. The erection 
of a single new plant—or the extension of an old on:— 
is of concern to the whole industry and might knock it of 


its balance. In these conditions, competition could only 


result in the cutting of prices down to levels at which 
they barely covered current costs and made no provision 
for the maintenance, renewal or improvement of plant. 
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The attempt of a newcomer to compete by the erection 
of a more efficient plant might, by paradox, result in a 
lowering of the average efficiency of the whole industry. 

Some measure of combination, to prevent prices from 
being so far reduced that capital cannot be maintained 
and to control the erection of new capacity, is thus almost 
inevitable im a country such as Great Britain. In 
accordance with the general economic policy of the 
Raldwin-Chamberlain period, the steel industry was, in 
1932, given the protection it asked for and encouraged 
to form its own central organisation. The public interest 
was to be secured by the appointment of an independent 
chairman of the British Iron and Steel Federation. The 
results of this policy are well known. There was a certain 
amount of technical reorganisation, and the standard of 
efficiency rose from the low levels to which it had been 
driven by the prolonged depression of the 1920’s. But the 
jegree of reorganisaion was limited by two factors. First, 
the sovereignty of the steel firms could not be infringed, 
unless, of course, like Richard Thomas, they got into 
trouble with the banks. This meant that reorganisation 
had, in most cases, to stop short at the financial frontiers, 
which were almost as intricate as the political boundaries 
of eighteenth-century Germany. And secondly, the policy 
of the Federation had a definite bias towards making 
things easy for the high-cost producer. It is one thing 
to say that a newcomer should not be allowed to shatter 
the whole price structure of the industry. It is another 
to say that every existing producer shall be enabled to go 
on earning profits. If the period 1932-39 was one of 
steady progress in technical efficiency, it was also one of 
rising prices. Whoever benefited from the increased 
efficiency, it was not the British steel consumer, who was 
consistently charged a price for his material higher than 
his foreign competitors had to pay. The independent 
chairman was doubtless a brake on these monopolistic 
ractices ; but it is perhaps a sufficient verdict on the 
efficacy of the device to note that the Import Duties 
Advisory Committee, the inventor and test friend of 
the independent chairman, had concluded by July, 1937, 
that an independent body was necessary to represent the 
public interest in matters of capital development, price 
fixing and tariffs. 


Nationalisation ? 


If neither competition nor self-government is the solu- 
tion, perhaps the industry is “ ripe for nationalisation ” ? 
It is indeed very heavily affected with the public interest, 
and the right and duty of the state to control its destiny 
nave been admitted for many years. But there could hardly 
be an industry less suited to nationalisation in any of the 
accepted meanings of the word. Outright departmental 
control is quite out of the question ; nothing is less 
routine and more unlike the accustomed principles of 
Treasury control than the management of a steel mill. A 
public corporation, with a fixed-interest capital structure 
and committee government, would be hardly any better. 
It is rather a case for the abandonment of preconceptions 
and for the evolution of a new form of organisation to 
fit the special requirements. ; 

The interest of the state can be stated quite briefly. 
It is to ensure that the industry is brought to the highest 
possible pitch of technical efficiency, and to see that the 
fruits of this efficiency accrue (after reasonable provision 
for capital) to the many industries for which steel is a 
basic raw material. There is no inherent reason why these 
aims should not be achieved. The basic advantages of this 
island in steel-making still remain. There is coal in 
plenty ; iron ore is easily available—either imported ore 
brought to the coastal mills, or the low-grade native ore, 
the use of which has so greatly increased in recent years, 
especially during the war. The second largest national 
income in the world—and therefore, other things being 
equal, the second largest market for steel in the world— 
is at the mill gates. Skilled labour exists at wages distinctly 
lower than. in North America. In the whole chain from 
mine to ultimate consumer there should be a smaller 
element of transport costs for British steel than for any 
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foreign steel. There is no reason why steel should not bz 
made as cheaply in this country as anywhere else in the 
world. The war will not have disturbed the industry this 
time nearly as much as last. There has been some 
improvement of the main carbon-steel capacity of the 
country ; but there has been no great expansion and 
accordingly there will be no great problem of excess capa- 
city. Where the expansion has occurred is in special steels 
and in special processes—in alloy steels and in such things 
as drop forging capacity—and these are the departments 
in which the greatest buoyancy of demand can, in general, 
be expected. 


The Technical Approach 


On what lines should reorganisation proceed to turn 
these potential advantages into actualities? The key to the 
problem lies in the technical approach. The great technical 
defect of the British industry is its dispersion in small 
units. As a first step, let a purely technical plan be drawn 
up for the geographical re-grouping of the present capacity 
of the industry. It should be a plan for rationalisation, in 
the sense that its object is to re-group the industry fn 
technically rational units. The instructions to the tech- 
nicians should be to ignore all questions of ownership 
and to think solely of furnaces and mills. The details of 
such a plan are highly technical matters ; but the layman 
can understand the first principles. The conditions of 
production and--demand preclude the concentration of 
crude steel production in a few plants of American size. 
Some plants would have to be near ore bodies as they are 
now, while others could best be located on the coast, 
where they can draw on sources of cheap imported raw 
materials. There can be very little doubt thas such a 
technical plan would result in a reduction in the present 
number of units and in the emergence (together with a 
number of special plants) of a comparatively small number 


‘of much more closely integrated units. In some cases, 


existing plants might be left untouched. In other cases, 
there might have to be additional construction at some 
centres to match scrapping elsewhere. And in some cases 
there might well be physical removal of plant from one 
location to another. 

The second stage should be to turn this teehnical plan 
over to the financiers with instructions, not to amend 
it, but to devise methods by which the tangle of ownership 
could be sorted out and each technical unit become the 
property of one company. This, again, is a specialist 
problem of some complexity. But it is not impossible 
of solution. One possible method would be to create a 
new company for each technical unit, to convert all exist- 
ing companies into holding companies and distribute the 
shares of the new operating companies in accordance with 
a valuation of assets or some other agreed criterion. 

The third stage should be to see that the industry, thus 
rationalised, was provided with sufficient capital to replace 
every item of obsolescent plant. In so far as the grouping 
itself involved new construction, it would automatically 
effect a certain amount of replacement, but much more 
would certainly be needed. If this additional capital could 
be raised in the capital market, well and good, But it is 
unlikely that the whole would be forthcoming from the 
public. In that case, the state would have to find the 
finance. But if so, it should provide the finance on equity 
terms—that is, by the purchase of ordinary shares in the 
operating companies. This is desirable on two grounds. 
The first is that it would not burden the new companies 
with heavy fixed-interest obligations at a time when the 
average future rate of profit must be impossible to calcu- 
late. The second is that it would provide a means whereby 
the state could exercise a direct control in proportion to 
the public funds invested in the industry. There is, of 
course, ample precedent for equity investments by the 
Government. If one generation could purchase a portion 
of the equity capital of the Suez Canal Company and 
another generation make an equity investment in the 
Anglo-Iranian Oil Company, there is no reason why a 
third generation should not buy the ordinary shares of a 
still more important industry. And if this investment of 
equity capital by the Government led in due course to < 
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majority holding, then nationalisation would —- been 
ecured by the most orthodox methods of capitalist rou 
But even after such a culmination of the policy, it wou 
ve essential that each of the operating companies should 
be run as an ordinary commercial enterprise, under a 
board of directors and with the best managers that money 
can hire. 


A Steel Commission 


‘ov such as has here been outlined will never be 
Rees etd birth by the worthy bureaucrats of the Board 
of Trade and the Import Duties Advisory Committee. Nor 
will it ever be recommended to the Government by the 
British Iron and Steel Federation (which is the existing 
companies) or by the Iron and Steel Control (which is 
the same body under another name) or by the Raw 
Materials Department of the Ministry of Supply, whose 
Minister is the former (and possibly prospective) inde- 
pendent Chairman of the Federation. In short, if any 
policy of this nature is to come about, a necessary pre- 
liminary would be the appointment of that independent 
body to represent the public interest which IDAC proposed 
in 1937. Such a Steel Commission, in fact, is very badly 
needed. It should consist, not of representatives of manage- 
ment or labour (though it might well have representative 
assessors to assist it), but of persons chosen for their 
individual technical knowledge and competence. The place 
to look for prospective members of such a Commission is 
among the younger and more progressive managers and 
technicians in the industry, and it would be an advantage 
to have one member with American and another with 
Continental experience. These Commissioners should be 
full-time servants of the Crown; they should be paid 
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enough to secure first-class men ; they should be required 
to sever all connections with the industry ; and they 
should act collectively as the advisers of the Government 
on all matters relating to the steel industry. 

Their first task would be to draw up the plan of 
rationalisation outlined above, and their second to see it 
through to accomplishment. In the third stage, they 
should be the channel through which Government funds 
are supplied to the industry and the registered holders of 
any shares acquired. But their functions would not end 
with the rationalisation plan. IDAC proposed such an 
independent body for purposes of price-fixing and tariffs, 
as well as for capital development. They should in fact 
be the agency through which the state exercised any of 
its functions in relation to the industry. The industry as 
such should have no power to fix prices or to designate 
production quotas. If fixed prices or output quotas were 
needed, the Steel Commission should fix them. If pro- 
tection against foreign competition were needed, the Stee! 
Commission should fix its amount. Its standing instruction 
from Parliament should be to ensure that the technical 
efficiency of the industry—not merely in a few show plants 
but throughout the industry—was maintained at the 
highest pitch and, remembering that this involves the 
earning of fair profits on existing capital, to see that the 
benefits of efficiency were passed on in the fullest possible 
measure to the consumer. 

The solution here sketched has been hand-tailored for 
the steel industry. There is probably not another industry 
in the country that should be handled in just this way. 
The better will it serve as an example of the flexibility of 
methods that needs to be sought in adjusting the relations 
between individual industries and the state, as trustee for 
the community. 


An International Example 


[* is a truism in Hitler’s world to say that national 

sovereignty is not enough. The scale of military and 
industrial power necessary to mount a modern war effort 
debars any but the largest Powers from maintaining 
effective security in isolation. Unfortunately the passion 
for sovereign independence is, if anything, stronger to-day 
than fifty years ago and the difficulty about most schemes 
for securing interdependence, be they Leagues or federa- 
tions or multilateral alliances, is that they attack the 
question of sovereignty at its rawest and most sensitive 
point. The central fact about a federation is that it 
transfers powers from the participating states to a new 
federal authority. By definition, it is a diminution of 
sovereignty. It tends, too, to transfer just those powers 
which modern statesmen look on as the hallmark of inde- 
pendence—foreign relations, military power, broad 
questions of economic policy. 

Yet the need for interdependence remains. If solutions 
are not immediately obvious in the sphere of politics, they 
must be sought by other means and at other levels of 
international life. One of the most striking facts about the 
League of Nations is that its economic and technical 
services showed more solid achievement than its political 
efforts. In the course of this war, too, technical and 
economic arrangements directed towards specific objects— 
such as Lend-Lease, the various raw material controls, the 
shipping pool—have had a profounder effect on the 
activities of the participating Powers than general political 
arrangements such as the Pan-American conferences. It 
can be argued that if agreement between the nations is 
sought in relation to a specific problem and not to a par- 
ticular transfer of power, it is far easier to secure agree- 
ment. Power falls into its proper perspective when it is 
seen, not as an end in itself or as a jealous Possession, but 
simply as a means to accomplish a desirable end. 
Sovereignty is sacrificed without any consciousness of 
sacrifice, for while absolute control is diminished possi- 
bilities for positive action are greatly enlarged. 

This method of concentrating on particular problems as 
opposed to general political principles may be called the 


functional approach to international collaboration. Too 
much must not, of course, be claimed for it. The basic 
problem remains the same—the pooling of political power, 
particularly of military power. But functional co-operation 
can be a means for persuading the Powers ultimately to 
make the wider sacrifice. By showing them that minor 
sacrifices of authority for specific ends are not only easy 
but advantageous, it can put them in a better mood for 
accepting the final sacrifice of power to a super-state or 
world authority which is the only ultimate guarantee of 
peace. Britain needs international order more than any 
other Great Power. It would be folly for the British to 
neglect any method of reconciling the nations to pooled 
sovereignty. Indeed it would be doubly foolish to do so, 
for, by a typical process of British empiricism, a remark- 
able piece of functional international machinery, the 
Middle East Supply Centre, has been evolved in the course 
of this war. It is an experiment which can be maintained in 
its own area for the post-war period and, with modifica- 
tions, serve as a model for similar centres elsewhere. 


Supply Centre 


Among the states served by the MESC—Egypt, Iraq, 
Persia, Syria, Lebanon, Transjordan, Palestine and Saudi- 
Arabia—form, broadly speaking, a natural regional group- 
ing. They are to an overwhelming extent Arab. They have 
very similar climatic conditions—extremes of heat and 
cold and a general problem of drought. With the exception 
of Palestine and Egypt, their industrial development has 
hardly begun. Great economies could be secured if the 
area were developed as a unit. In any case, many of the 
problems, particularly the problem of power and irrigation, 
cross national frontiers. But the states are fiercely 
nationalist, and where, as in Syria and Palestine, dependent 
status is still maintained, full national sovereignty is the 
chief goal of politics. The Middle East is thus a micto- 
cosm of a much broader world problem—how, in an arc 
which in order to achieve prosperity and security cries ut 


for unification, to transcend a multitude of jealous national 


sovereignties. 
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The MESC’s wartime work is chiefly to regulate the 
flow of supplies into this area in the interests of war 
economy. This it can do because shipping is short and all 
imports come in on sufferance. The question here is not 
the activities of the Centre during the hostilities, but 
whether as a piece of machinery it can serve a vital purpose 
after the war. Its organisation is simple. Since 1942, it 
has been a joint Anglo-American venture. It derives jts 
authority from the fact that it is the sole channel through 
which the British and American Governments deal with 
the various supply problems throughout the Middle East. 
The men working at the MESC are predominantly 
technical and scientific and, incidentally, young. Their 
chief work is to serve as a centre of information and 
contact, to advise, instruct and encourage the local 
authorities, to be, as it were, the guiding intelligence for 
the whole area. 

Some of the work done by the MESC already points on 
towards the functions it could fulfil after the war. The 
establishment of the Centre as a clearing house for ideas 
led to the discovery that many of the experiments in 
agricultural development which were being successfully 
carried on in one area never found their way to neigh- 
bouring states, however similar the conditions. The MESC 
has become a general transmitter of agricultural projects 
and improvements. For example, the colonial authorities 
in Cyprus had worked out an admirable scheme for 
dealing with the menace of the goat to reafforestation. 
Since Cyprus, as a British colony, was administratively 
closer to the British West Indies than to its neighbours 
in the Mediterranean, it was only after the setting up of 
the MESC that the excellent system of goat-control was 
brought to the notice of the Syrians. Similarly, successful 
experiments in the growing of seed potatoes have now 
been extended from Malta and Palestine to other Middle 
Eastern states. Iraq and Persia have profited by Pales- 
tinian varieties of early-growing wheat. 


Regional Services 


This pooling and exchange of information is backed by 
surveys carried out by experts from the Centre into local 
conditions of agricultural production, with comments on 
how they could be improved. The Centre has also arranged 
for the provision of agricultural machinery. Most im- 
portant of ali, perhaps, are the schemes of irrigation which 
it has sponsored. Three are being operated in Persia, 
another is under discussion for the headwaters of the 
Euphrates. In Syria, a scheme which, like the Euphrates 
scheme, had been considered for years, was carried 
through by the 61st Tunnelling Company of the South 
African Army at the request of MESC. They bored a 
tunnel to the Litani River, and brought water to 7,000 
acres, which will be bearing crops in 1944. 

Another example of international co-operation planned 
through the Centre is locust control. Research established 
the fact that these devastating insects executed a regular 
nomadic cycle through the Middle East, wintering in 
Southern Persia, to return, marauding all the way, through 
Iraq, Syria and Egypt to Abyssinia. No one Government 
could ever have dealt with this vicious circle, but the 
MESC has been able to bring all the interested states 
together. Under the direction of Dr Uvarov in London, 
locust poison and the necessary implements have been 
despatched to Cairo; the RAF and the Red Air Force 
have provided the planes; and all the nations—Abys- 
sinians, Saudi-Arabians, Persians, Iraqis—have joined the 
exterminating crusades operating from the air and on land 
the length of the Red Sea and up through Persia and 
lraq. For the first time in history, the plague may be 
brought under control. Without the MESC, the necessary 
co-ordination would not have been achieved. , 

The MESC has operated successfully in the medical field. 
The shortage of medical supplies has compelled the various 
states to place their orders in bulk with the MESC. This 
has made possible a very useful standardisation of drugs 
and medical appliances and hospital equipment. Hitherto 
cach state had its own preferences. The variations were 
valueless and prevented any pooling ef the medical 
resources of the area. The new types of supplies are more 
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uniform, Medical practices in different areas are being 
brought into line and, through the medical committees 
set up in the Middle East, government medical services are 
coming into contact, in the RAMC and the American 
services, with the finest medical minds of Britain and the 
United States. These two factors have undoubtedly raised 
the standard of public health already. In an area where 


malaria is a greater scourge than locusts, far more could 
be done. 


The Post-War Task 


There are a hundred other examples of successful 
work—the creation of new industries, for example, or the 
assistance given to transport. But these are enough to 
illustrate the kind of influence the MESC, and other similar 
centres, could exercise after the war. The Centre should 
‘be conceived of, first of all, as a pool for all kinds of 
economic, social and technical services. It should be able 
to make available at any time the best kind of advice and 
assistance to the Governments in the area it serves. These 
experts would vary. Sometimes they would be seconded 
from home or from another field job. Sometimes they 
could come out and serve a term of years. The important 
thing would be that, in an area starved of technical 
efficiency, expertise would be always available without 
onerous political or economic conditions attached to its 
use, although the various Governments should certainly 
be asked to contribute something in return for the advice 
they receive. 


The Centre would also be a programming or planning 
Centre. The experts would conduct regular surveys of 
areas or problems and advise the Governments on the best 
methods of solving their difficulties. Any preblem which 
was beyond the competence of the local authorities or 
involved two or more Governments could be referred to 
the Centre for expert opinion. Its conclusions would not 
be binding, but its powers of suasion would be very great. 
It would be hard for any Government to oppose a scheme 
fully worked out in practical terms and of obvious advan- 
tage to the whole area. The planning could cover schemes 
for capital development. In the past the Middle Eastern 
states have had neither the money nor the skilled labour 
nor the experts to embark on big projects. Since the 
sojourn of the British Army, two of these three lacks have 
been remedied. The area is bulging with sterling, and as 
local workers are released from roads and airfields and 
camps, a pool of skilled labour is coming into existence. 
What is needed is the vision and skill to transfer this 
potential wealth into practicable schemes. By energy and 
guidance and clear thinking the Centre could develop the 
work done so far a hundredfold. Irrigation schemes, roads, 
power, artesian wells, industrial development, all crossing 
and recrossing national frontiers, could give a unity to 
the Middle East which five generations of pan-Arabism 
would not achieve. Indeed, the Centre could be the kernel 
of effective unity round which the latent desire for political 
unity could grow up. Arab federalism in the abstract will 
split on nationalism, on prestige, on minority problems. 
Arab unity achieved through work and development and 
rising living standards is practical politics. 

A Centre of this sort, beginning as a piece of effective 
machinery for regional planning, co-operation and 
research, might, if it were kept flexible enough and the 
people running it were sufficiently imaginative, stretch out 
in a hundred directions—to regional health services, trans- 
port authorities, public utilities, industrial and agricultural 
development boards—and be adapted with necessary 
modifications to other regions the world over—to East and 
West Africa, South-Eastern Asia, the Caribbean, South 
America, even Europe. That such a development would 
serve the cause of interdependence cannot be doubted. 
American participation is already a guarantee of its 
international character. Russian support would strengthen 
it still more. At the same time it would create a 
vast new field for British influence and British ideas. 
As a nation, the British are mature. They have 
reached high standards of technical and organised 
efficiency. Their industry has developed beyond the 
stage of mass production of cheap textiles and cheap 


318 


goods for export. They have to learn how to make 
the most of this maturity. Whereas they used to export 
business men and traders, they must concentrate now on 
experts, on technicians, doctors and scienusts, on — 
administrators, on people who combine Britain's great an 

humane traditions with the technical and scientific skill the 
century requires. The export of brains can be Bnitain's 
major export. In the field of industry, they must concen- 
trate on complex and intricate manufactures—machine 
tools. new inventions, more complicated consumer goods. 
The work of the various Centres in industrialising back- 
ward regions and raising living standards everywhere 
could create new markets and ensure the economic success 
of the passage in Britain to a new industrial system based 
on high grade products and services. The prestige of a 
nation which developed its influence through sheer force 
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of intelligence and industry would outweigh any loss jn 
actual political control. In a world in which Britain’s 
physical power is relatively small, it has need of friends 
and neighbours, not servants and dependencies. 

Britain has not only the most urgent interest in using 
the methods exemplified in the MESC to further inter. 
national co-operation. It also has the best practical experi- 
ence of how they work. If the functional approach to the 
problem of pooling sovereignty is the best and most 
efficient approach, Britain would be failing itself and the 
world if it neglected any opportunity of using this new 
technique. The pooling of sovereignty, the transfer of 
power to a world authority, is the ultimate problem of 
international society. Every technique, every new 
approach, every suasion that advances the nations in that 
direction must be exploited to the full. 


Commonwealth or Empire ? 


és COME people,” said Mr Churchill, in his speech 

S after receiving the freedom of the City of London, 
“like the word Commonwealth ; others, and I am one 
of them, are not at all ashamed of the word Empire. But 
why should we not have both? ” 

Why not ? In a recent address, Mr Amery defined the 
word Empire as a term descriptive of the sum total of 
self-governing states, dependencies, colonies, protectorates 
and so on comprised within the British polity. Common- 
wealth, on the other hand, he defined as the political 
system constituted by the mutual relationship of its 
autonomous members. But, he went on to say, 


We may rightly use the word Commonwealth when 
we wish to emphasise the idea of free co-operation 
between its members or to convey our purpose that with 
the development of self-governing institutions in every 
part, the terms Empire and Commonwealth shall become 
completely synonymous. 

The fact is, however, that to critics of the British 
Empire, especially American critics, the two terms are 
not interchangeable. To them, Commonwealth stands for 
the United Kingdom and the self-governing Dominions, 
whereas Empire is given a bad connotation—it stands for 
capitalist exploitation of colonial peoples, for the wish for 
territorial aggrandisement, for the determination that 
“what we have we hold.” 

To anyone who has studied the recent history of the 
British colonial empire, this definition of British 
imperialism is a clear travesty of the facts. Instances of 
exploitation cannot be denied, but the most obvious faults 
have not been the British people’s possessiveness, but their 
apathy and indifference towards their colonial possessions. 
So far have they been from wanting to make money out 
of the colonies that it has not even occurred to them that 
the colonies could be profit-making concerns, with the 
result that they have not bothered to see that qolonial 
resources were being properly developed. 

The consequences of this indifference are well known. 
Even before the war, the sporadic labour troubles that 
burst out in many of the colonies, and the reports of 
committees that inquired into their cause, had revealed 
the poverty, squalor, disease and illiteracy into which each 
new generation of colonial peoples was born. If the war 
had not broken out and swept the colonies into its orbit 
if the richest of them had not been lost to another power, 
it is still probable that the British people would at last 
have been stirred into a greater interest and into an 
awakening to their responsibilities. As it is, there probably 
never was a time when so much interest was taken in the 
colonies and when SO many official statements of colonial 
policy were made. Rightly, official exponents have stressed 
the evolutionary nature of British colonial rule - principles 
recently laid down for the advancement of the ition 
have, they would claim, been accepted by colonial officials 
for many years and acted upon. Nevertheless, the new 
emphasis which they have been given in the last two or 
three years and the urgency with which they have been 
put forward will enable future historians of the colonial 


empire to look upon this period as the rebirth of British 
colonial rule. 

What are the lines on which it is likely to develop after 
the war ? It is not difficult to see the broad trends because 
official declarations have been unusually explicit, and in 
one important respect have been embodied in an Act of 
Parliament. The Colonial Development and Welfare Act, 
passed in, the darkest days of the war, established the 
entirely new principle that the colonies could be given 
financial assistance from the Imperial Exchequer without 
making themselves subject to the control associated with 
grants-in-aid. The old vicious circle, which meant that a 
poor colony was unable to undertake the reforms that 
alone could increase its wealth and thereby help itself 
towards political independence, has been broken. It is 
now possible for a colony to receive financial help without 
losing its political status. Economic development and 
political progress can go hand in hand. 


The Ultimate Goal 


It is well that the significance of the Colonial Develop- 
ment and Welfare Act should be known, for there 1s in 
some quarters a tendency to see in it a reversal of Briush 
policy, the concentration, in the future, on the economic 
development of the colonies, on making them self-sup- 
porting and prosperous rather than on making them 
independent. It is quite true that, in practice, the most 
outstanding advances in the colonies in the years after 
the war will probably be in the economic sphere rather 
than the political. Years of neglect have to be made up, 
in addition to the launching of the proposed reforms— 
the improvement of communications, the rehabilitation of 
colonial agriculture and the establishment of secondary 
industries. At the present time, the economic defects of 
colonial life are far more glaring than the political ones: 
a drive to raise colonial standards of living can begin 4 
once, whereas for many colonies political independence 1: 
still impracticable. 

Nevertheless, throughout all official declarations on 
colonial policy in the war years has run the principle that 
colonial development is not an end in itself, but a means 
to the establishment of political independence. They have 
not argued: “The colonies are poor, backward and un- 
developed. Let us remedy this, and stop talking about 
the vote when we have not given them bread.” They have 
said: “The colonies cannot achieve self-government © 
long as they are poor, backward and undeveloped. Let 
us remedy this in order to hasten on the day when they 
can be given the vote.” Thus, the economic development 
of the colonies will be conditioned by the need to achieve 
an ¢ven more important : 

The post-war years, sit will not see a0 
abandonment of political reforms in the colonial empire. 
Far from it, for during the war the Government bas 
already pledged itself to constitutional reforms in sever@! 
of the dependencies. The thirties were a period of 
constitutional setbacks rather than of progress. New 
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foundiand lost its Dominion status; Cyprus lost its 
Legislative Council Z Malta lost responsible government 
‘n internal affairs. Only in Ceylon did the people march, 
through trial and error, to a higher political status. During 
the war, however, throughout the colonial empire there 
has been a cry for more independence, for the right of 
colonial peoples to manage their own affairs. Promises 
of full responsible government in internal affairs have 
been given to Ceylon and Malta; a new constitution, 
limited though it was, has been given to Trinidad ; 
Jamaica is in process of receiving one, based on universal 
adult suffrage, though with powers of certification and 
veto still left in the Governor’s hands ; the franchise in 
British Guiana and Trinidad is under review. It can hardly 
be doubted that after the war the grant of new constitu- 
tions, giving more independence to the people of the 
colonies, will spread. 

There is, it 1s true, a danger in a too rapid constitu- 
tional advance. Before it is granted, the British Govern- 
ment has to make sure who exactly will benefit from 
it—the mass of the people or a few who have managed 
to raise themselves in wealth and importance above the 
level of their fellows, the native population or a handful 
of European settlers? Can it be said that the grant of 
responsible government to Southern Rhodesia, even with 
the proviso that legislation affecting native affairs must 
have the consent of the Dominions Office, has been to 
the entire advantage of the native majority in that terri- 
tory? On both political and economic grounds, amalga- 
nation of colonial dependencies into larger units is 
desirable ; yet, how can this be achieved when it means 
surrendering the position of trustee for backward peoples 
to a small European minority? 


! 


The Communal Problem 


It can be argued that this happened in the Dominions ; 
and as Professor Hancock, the shrewdest observer of the 
current history of the British Empire, shows,* after a 
bitter initial struggle Maoris and white men found a 
common loyalty as New Zealanders. French and British, 
in spite of acute political differences, both call themselves 
Canadians. Even in South Africa, where Dominion status 
has been marked by considerable discrimination against 
the natives, he sees the stirrings of a more liberal attitude. 
Communal problems need not be insuperable obstacles 
to political progress. But until they have been overcome, 
it may well be that for the many it is better to remain 
in the Empire than to join the Commonwealth. 

The communal problem is not the only problem which 
will inhibit colonial policy in the post-war years. Even 
though the one aim, consistently pursued, is political 
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freedom, towards which economic development is 
directed, there will still be the danger that the means will 
tend to overshadow the end. The Colonial Office has to 
steer a course between doing too much—and noi allow- 
ing the colonial peoples to do enough—and doing too 
little—and_ keeping them perpetually backward. Criti- 
cism of official policy tends, in fact, to be two-faced. On 
the one hand, it is criticised for neglect and laisser faire ; 
on the other, it is criticised for not allowing the people 
of the territories concerned to manage their own affairs. 

The official answer to this problem is in the British 
tradition of compromise. What its policy aims at pro- 
moting is self-help. There are to be no grandiose sckemes 
forced on the colonial peoples without their consent, even 
though to the outsider these may be clearly to their great 
advantage. Economic development is to be pursued in 
the same spirit as that in which indirect rule was origin- 
ally adopted. The colonial peoples, especially the vast 
majority who are still in a primitive state, are to te led 
towards a higher standard of living, not driven. Reforms 
are to be based on individual peculiarities and adapted to 
them. Similarly, social welfare—education, the health 
services and so on—is to be based on training the 
colonial peoples to manage them themselves. The Central 
Medical School at Fiji, which provides a training for 
native doctors and nurses from many of the Pacific 
islands, is an‘ outstanding example of what can be done 
to promote self-help. Achimota College, in the Gold 
Coast; and especially the proposed Institute of West 
African Arts, Industries and Social Science to be associated 
with it, is another. The report of the Stockdale Commis- 
sion in the West Indies is permeated with the principle 
that all progress must be based on the people them- 
selves. 

The danger of this admittedly right compromise is 
that its execution takes time, whereas what is wanted 
is speed—if only because otherwise the demand for 
political freedom may gather such force that it has to be 
granted before the educational and economic basis for it 
is established. Perhaps the greatest problem of all which 
colonial policy will have to solve in the post-war years 
is to find the right tempo for colonial development. 
Time-schedules, as Mr Willkie once urged them, will 
not always be appropriate. But, as Professor Hancock 
pleads, where they can be used—say, for completing 
soil erosion works or providing full educational facilities— 
they should be. The tempo should be set by the needs and 
idiosyncrasies of the colonial peoples, not by the pro- 
crastinations and hesitations of official policy. Only if the 

lonial Office shows unwavering determination can the 
British “ purpose that . . . the terms Empire and Common- 
wealth shall become completely synonymous” be made 
plain to the whole world. 


Constructive Trade Unionism 


6s Me who are ready to render up their private 

liberties to the despotic rulers of trade unions 
seem scarcely independent enough to exercise political 
liberties.” Thus The Economist wrote in 1860. At that 
time, the agitation that culminated in the Reform Act of 
1867 was at its height ; the trade unions were weak and 
struggling ; they had not even formed their trade ufiion 
congress ; they were without legal protection and were 
Striving to reduce their long working hours and raise their 
wages. The idea of denying men political liberties because 
they combined for better economic conditions seems 
incredible to-day, when the trade unions have not only 
become “ respectable,” but an integral part of the body 
Politic. Nevertheless, it is true in 1943, as it was in 1860, 
that there are dangers in restrictive practices and bureau- 
cratic administration, and the trade union movement 
to-day must guard against a weakening of its democratic 
basis and the hardening of a bureaucratic crust at the 
‘op. It must see that its great strength and influence are 


used for the benefit of the whole community. The 1943 
Trades Union Congress, held at a time when the prospects 
for peace are no longer remote, but tangible, will provide 
an opportunity for the unions to take stock of their present 
position and to plan the part which they are to play in the 
shaping of post-war society. 


Wartime Developments 


The present war, like the 1914-1918 war, has seen 
tremendous advances in trade union organisation. There 
are now more trade unionists in Britain than at any time 
in history. Many of the new members are women, who 
have flocked into the munition industries, and whose 
recruitment is regarded by the unions as vital, not only 
in the interests of the women themselves, but in order to 
safeguard the future standards of the men whom they 
have replaced. Since the war, trade unionism has spread 
to hitherto relatively unorganised sections, such as the 
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motor and radio industries, and it has developed anny 
among professional and non-manual angers Ao e “i 
collective bargaining has been greatly extended and t 
standards of the lower-paid workers raised. Joint industria 
councils have been set up in such trades as distribution, 
and the creation of a wages board for catering workers 
has paved the way for improved organisation in an ne 
tion which, by its very nature, tends to produce isolation. 
At the same time, the responsibilities of the umions in 
every sphere, and at every level, of the war effort have 
widened. With trade union co-operation and under the 
direction of a powerful trade union leader, the task of 
mobilising the nation’s manpower for total war has, on 
balance, been accomplished smoothly and efficiently. 

The growth in their strength and status has inevitably 
stimulated the unions to seek a greater measure of con- 
solidation. The present structure, dominated by a few 
giants on the one hand and with a multiplicity of small 
unions covering the workers in a single industry, on the 
other, is altogether anarchic and out of keeping with 
modern methods of production. The last war brought 
‘bout a spate of amalgamations—it saw the formation of 
the Transport and General Workers’ Union and of the 
Amalgamated Engineering Union—and the same trends 
ire evident to-day. Many individual unions have been 
oressing the General Council of the TUC to take steps 
‘o promote closer unity between the various unions and 
to avoid overlapping and competition, and a number 
have already taken steps in this direction. The National 
Union of Railwaymen, the Associated Society of 
Locomotive Engineers and Firemen and the Railway 
Clerks’ Association, after presenting a joint wage claim, 
have set up a committee to “secure the maximum unity 
of purpose on matters of common interest to the three 
unions.” The Amalgamated Engineering Union recently 
joined with other unions catering for engineering workers 
in demanding wage imcreases, and discussions about 
amalgamation have been proceeding. The miners decided 
in 1942 to set up “one big union,” in place of their 
present loosely organised federation, and a draft con- 
stitution for the National Mineworkers’ Union is now 
being discussed by the district associations. In many other 
trades, covered by different unions, such as printing, 
furniture making and foundry work, the unions have 
either set up joint committees or are forming federations 
or amalgamations. 

These tendencies are natural and healthy. Greater uni- 
fication in the trade union structure, whether on the lines 
of industrial unionism or of federation, may assist in 
breaking down sectionalism—with its bugbear of juris- 
dictional disputes—and it should certainly increase the 
effectiveness of collective bargaining. It does, of course, 
present numerous difficulties and drawbacks. The different 
unions have varying resources, rules and rates of con- 
tribution, and opposition is bound to be encountered from 
the smaller bodies, whose officials might find themselves 
displaced or relegated to minor posts in the hierarchy. 
But similar difficulties were overcome when amalgamations 
took place after the last war. There is perhaps more justi- 
fication for the fear that amalgamation might lead to 
increased bureaucracy. But this danger can also be averted. 
The size of the Amalgamated Engineering Union has 
not impaired its democratic basis. One method of pre- 
serving the maximum amount of democracy would be 
for the unions to encourage devolution on a district basis, 
through local trades councils or through such bodies as 
the wartime union district production committees, and 
to strengthen their local branches and workshop organ- 
isations. By and large, 


the advantages of unification far 
outweigh the disadvantages. 


It seems certain that the trade union movement will 
find itself in an extremely powerful position at the end 
of the war. From the point of view of the unions them- 
celves, the problem will be how to preserve their forces 
and prevent them from being dispersed, as they were after 
1921. From the point of view of the 
as a whole, the question will be whether 
favourable position will be turned to the 
.of the nation. 


No hard and fast line can be drawn between the short- 


community 
the unions’ 
best advantage 
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term and long-term post-war period. The end ot hostilities 
will bring forward problems of demobilisation and re. 
instatement, and the transition period, whether short o; 
long, will assuredly be critical. The long-term objective 
will be to prevent the post-war boom, that seems inevitable 
from degenerating into slump, and to maintain a stable 
and high level of employment. Both for easing the tran- 
sition period and for fulfilling the aim of full employment, 
mobility and flexibility of labour will be an essential con- 
dition. The war has accelerated the introduction of 
mechanisation and mass production methods in industry, 
even in such a traditionally craft employment as ship- 
building, and if skilled processes are broken down into 
component parts they can be performed by less skilled 
labour. Such developments are bound to be intensified 
in the post-war period ; revolutions in technique and the 
development of new industries may render pre-war 
methods obsolete and blur the old boundaries between 
different trades. If increased social security brings about 
higher standards of living, consumer demand will become 
more exacting and more fluctuating, and the industrial- 
isation of backward countries may change the character 
of the export trades. Britain can neither satisfy the new 
needs nor compete with other countries which enjoy 
greater natural advantages, if its economic system remains 
rigid. For this reason, it is essential that obstacles to 
flexibility, such as are presented by craft demarcations and 
restrictions on labour movements, should be removed. 


Outlines of a Bargain 


The question of the re-training and re-settlement of the 
unemployed is closely related to that of flexibility. 
Labour has accepted the Beveridge proposal that unem- 
ployment benefit should be conditional upon work or 
training, after a limited period of unemployment, 
though it stipulates, quite properly, that there must be 
adequate safeguards against arbitrary decisions. The 
TUC is in favour of training centres for unemployed 
juveniles and training facilities for adult workers during 
industrial depressions. But in the past, the unions have 
deprecated the idea of compulsory training for the unem- 
ployed, and it is vital that the conditions upon which 
they would accept re-training should be clearly and 
promptly defined. There will also have to be agreement 
about entry into trades, apprenticeship and training of 
juveniles. The schemes which have been drawn up for 
the building, mining and cotton industries might serve 
as a model for other industries. A measure which has 
proved indispensable under conditions of wartime full 
employment is that of direction to work. Mr Bevin sug- 
gested at the miners’ conference that the trade union 
movement might well consider the advisability of retain- 
ing some measure of direction after the war. Though 
direction to work might appear to restrict the individual's 
freedom of choice and movement, yet the worker who 
has been displaced through technical developments, or 
shifts in the balance of industry, would stand to gain. 
and not to lose, by being sent to a place where work 
was available or where prospects for employment were 
good. Indeed, if there is to be national planning for the 
location of industry and the utilisation of all productive 
resources, some such form of direction of labour would 
seem essential. The General Council of the TUC in its 
report for the 1943 Congress recognises that it would be 
impossible to maintain control over a wide range of 
economic and industrial activity “ without imposing some 
measure of control over labour itself.” 

_ If the trade unions are ready to accept modifications 
in their practices, and other measures that would mak: 
for greater flexibility of labour, they will be entitled to 
expect a quid pro quo. In wartime, the unions have give” 
up mary traditional rights and liberties. They hav’ 
agreed to submit their disputes to arbitrat‘on, although 
in practice the workers’ side of the compact has 10° 
always been observed, and they have allowed the dilution 
of labour in war industries. At the same time, labour has 
acquired many benefits. Mr Bevin has consistently argued 
that these benefits have been as great as, if mot greatc’ 
than, the restraints which have been imposed, and that 
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JONATHAN CAPE 


DUFF COOPER 
DAVID 


[his study of a heroic character curiously blends the functions 
of the historian, the psychologist, the commentator and special 
correspondent, for Mr. Duff Cooper relates events as if he had 
witnessed them, and explains them as if he knew just what the 
unspoken Coggte 0 the actors were. The method is eminently 
successful. The figure of King David is seen in the round ; 
life is breathed into the statue, and the scene wherein it is set 

actual to the mind’s eye. DAILY TELEGRAPH 
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SIR JOHN T. PRATT 
WAR AND POLITICS IN CHINA 


s a didactic work, written as all such books if worth 
it must be, lucidly and trenchantly. Some such books 
Iso written dogmatically, as this one is. Its avowed pur- 


ai . e 
pose is to correct the errors of other writers, and to attempt 
new interpretation of the principal events in China's re- 
ne with the modern world. THE SPFCTATOR 
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HAN SUYIN 
DESTINATION CHUNGKING 


Han Suyin writes beautifully and is an acute observer : 
it this book is typical of the young generation now growing up 
n China, and I believe it is, it augurs well for the future of 
that great country. It shows the Chinese not as ‘‘ inscrutable 
orientals," but as people like ourselves, with the same human 

ind aspirations. An extremely valuable piece of work, 
th considerable literary merit. TIME AND TIDI 
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J. H. TAYLOR 
GOLF : MY LIFES WORK 


am atrives at the position of being a first-class profes- 
nal at any game without having remarkable qualities, but it 


is rarely that a championship player adds to these the capacity to 
write well about his experiences, but Mr. Taylor is one of these 
rare exceptions. . . . Not only golfers will enjoy this book, 


which they cannot afford to miss, but all who have ever been 
true amateurs of any game will find delight as wel! as instruc- 
tor THE SPECTATOR 
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MODERN 
BANKING 


By R. S. SAYERS 
12/6 net 


“This is by far the best book on the theoretical 
aspects of banking that has appeared for some 
time.”’—-Banker 


_ “A book of high quality, which is as stimulating 

| as it is informative. Attractively written, it will 

| enable the student to trace the main outlines 
of modern currency and banking, in both theory 
and practice, unblurred by details of bank 
routine or commercial history.”-—Economist 


THE SOCIAL 


FRAMEWORK 


By J. R. HICKS 


| 7/6 net 


‘An introduction to economics written by an 
economist of the highest calibre . . . This book 
should be of use not only to the student who 
intends to proceed further, but also to the 
general reader. No one should inveigh about 
the Beveridge Report, our foreign trade or the 
Treasury, without being acquainted with the 
basic estimates here set out, and he will not find 
them anywhere better presented.’’—Spectator 
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Two Important New Books 





Economie Reconstruction 
J. R. BELLERBY 


“ Mr. Bellerby and his associates have aimed 
at thorough treatment of the subjects of 
national, industrial and regional planning 
... The book is both a statement of 
principles and something of a blue-print for 
carrying them out . . . this interesting and 
detailed study.” —Times Literary Supp. 21]- 


Wealth for Welfare 
H. W. FOSTER & E. V. BACON 


A plea for Imperial development, showing 
how Great Britain could start a process of 
betterment of the whole economic structure 
—and give a lead,to the world. 

“The authors have clearly a first-hand know- 
ledge of many of the colonies, and the great 
merit of their book is that they have thought 
large.”’—Economist 12/6 





% To celebrate their Centenary, which falls this 
year, Macmillan & Co. are offering litcrary awards 
(value £2,000 or $10,000), to members of the British 
and American Forces, for literary material ready 
for publication or not yet completed owing to the 
war. Write for details to Macmillan & Co., Ltd., 
St. Martin’s Street, W.C.2. 
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OF PUBLIC SERVIC 


Today, the ‘ECONOMIST’ celebrates its centenary 

a hundred years of enlightened opinion on 
national affairs. CABLE & WIRELESS LTD. wish to 
join with its great public of appreciative reader 
in offering greetings and congratulations. 


One hundred years ago the people of two 
hemispheres were discussing a miraculous acw 
invention—the electric telegraph. The claims 
made for it seemed incredible: the still greate: 
marvels of submarine cable and of wireless were 
undreamed of. Little did our ancestors foresee 
that one day messages would flash round the 
globe, making neighbours of the farthest nations 
and altering the whole conception of world trade. 
In the history of modern communications, 
CABLE & WIRELESS LTD. have played a predominant 
part. Now, in the midst of war, they are carrying 
the greatest volume of traffic in telegraph history 
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if they are to be continued after the war, labour should 
accept continued responsibilities. The Miners’ Federation 
have suggested that such wartime legislation and regula- 
tion as has proved beneficial to the workers might be 
retained in the future. Among these benefits may be 
counted the guaranteed working week, the enforcement 
of minimum trade union rates, the provision of works 
canteens and the numerous measures to promote indus- 
trial health and welfare. The Essential Work Order has 
been a wartime necessity. Though it imposes restrictions, 
it provides security of employment which could be a 
long-term advantage to labour. The unions will un- 
doubtedly formulate many other demands, and some 
of these have already been indicated. One is the claim 
for shorter working hours and the introduction of the 
4o-hour week. Though the exact length of the working 
week cannot be determined in advance, it is clearl, 
desirable to aim at a better balance between work and 
leisure, harnessing the powers of science to make both 
more congenial ; the extension of holidays with pay and 
the provision of more facilities for recreation should help 
in this direction. Nearly every union in the country has 
recently been pressing for increased wages and some are 
already seeking the consolidation of their war advances 
in a permanent wage structure. The principle of “ equal 
pay for equal work” as between the sexes has been 
widely accepted, in theory, since the war, and the unions 
are quite right in insisting upon its application both now 
and after the war. The trade unions will probably also ask 
for legal recognition, on the lines of the Wagner Act in the 
United States, which obliges employers to recognise the 
union approved by their workers. The closed shop could 
not be tolerated if its effects were restrictive, but if 
adopted on the broadest possible basis—a nation-wide 
closed shop—it might assist in developing flexibility. Quite 
apart from specific demands of this character, the unions 
are united in their desire for better social and economic 
conditions, better housing, education, health and social 
security for the working population—objectives which 
command a wide measure of agreement throughout the 
country. 

In essence, the outlines of a post-war bargain are fairly 
clear. If, on the one hand, labour receives agreed 
national minimum wage rates, the guaranteed working 
week wherever it is practicable, legal recognition and the 
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; principle of direction to work. 
It is certain also that the unions will claim a far greater 
share in the control of industry than before the war. One 
of the objects of the TUC is “ proper provision for the 
adequate participation of the workers in the control and 
management of public services and industries.” In war- 
ume, provision has been made for joint consultative 
machinery at the top and, however limited, at the factory 
level. It is impossible to foretell what form of machiner\ 
will emerge after the war, but it is safe to assume that 
the interest which the workpeople are taking in matters 
of production will be a factor of importance in future 
industrial relations ; as Sir Stafford Cripps has said, it 
may provide the kernel of future industrial democracy. 
In return, employers might well consider extending the 
principle of profit-sharing, which has hitherto only been 
tried out by a few firms, but which seems the logical 
corollary of increased workers’ participation in manage- 
ment. 

In practice, of course, the operation of any such bar- 
gain may be difficult. The controversy that has arisen 
over the Trade Disputes Act is an indication of some 
of the hurdles that will have to be surmounted. One final 
word of warning, moreover, must be given. Whatever 
form of industrial organisation may cmerge after the war, 
it is essential that it should provide complete and effec- 
tive safeguards against the development of any tendency 
for employers’ and workers’ organisations, planning and 
acting in concert, to enforce restrictive policies against 
the consumer and the community. There are signs that 
some industrialists and trade union leaders are thinking 
in terms of an alignment which might have just this 
effect. It is all to the good that there should be joint 
planning, but such plans must allow for ample protection 
of the ordinary consumer’s interests. “ Self-government ” 
in industry is, basically, only another name for corpor- 
ativism. “ Democracy” in industry is altogether a 
different, and more attractive, proposition. The trade 
unions have an inescapable responsibility for determining 
the path along which they will travel. 


The Standard of Living 


N July 6, 1940, the people of this country were 
O expecting, with some sense of unreality, the call to 
fight against the invader on the landing grounds and 
beaches. On September 7th in the same year the 
bombardment of London by night began, after the Luft- 
wafie had been soundly beaten by day in the Battle of 
Britain. Yet it was on these two dates three years ago, 
when mortal danger was closer to this island than ever 
before or since, that two articles appeared in The 
Economist-—“ The Minimum” on July 6th and “The 
Standard of Living” on September 7th—expounding the 
thesis that “ the time has come for the State to guarantee 
to every individual a sufficient quantity of food, clothing, 
shelter and the acknowledged necessities of life.” There 
was nothing specially original about the argument of The 
Economist, which simply acted, in this matter, as the 
general practitioner of the ideas that were current on the 
subject at that time. Some have professed them- 
selves shocked that the more limited proposal of the 
Beveridge Report—that all citizens should receive a 
guaranteed minimum income in all the con- 


tingencies of life and work—should have been put forward 
in wartime. They would perhaps do well to reflect on the 
fact that it was in 1940, during the nation’s “ finest hour, 

that the objective of physical security for all British 
lamilies became an explicit part of the generality of 
political and economic thinking. It is the purpose of this 
article % restate, in a form less confined in its application 


to the siege conditions of total war, that argument of 1940 
for a National Minimum ; to emphasise that to be effective, 
the Minimum should be conceived in terms of goods and 
services as well as of money incomes ; and to suggest, in 
addition, that so far from being a repudiation of individual 
responsibility and initiative, the guarantee of a minimal 
standard of life for everybody is a necessary condition 
for the maximum of enterprise among the people, and 
carries with it the universal obligation upon all citizens 
and their associations to be enterprising. . 

Any political party which omits social security, as it 
has come, not too happily, to be called, from its post-war 
agenda will start at a grave disadvantage. This is not 
attributable to any greed for gain on the part of the mass 
of the electorate, but to the belief, reinforced by expert 
opinion, that it is now possible as well as desirable to 
put a bottom into the social structure without impairing 
the national income or diminishing the national wealth. It 
is not a question of extra outlay or expense, but simply 
of guiding national expenditure in the most needed direc- 
tion ; of distributing family incomes so that none falls at 
any time below a set level ; and of ensuring that the goods 
and services needed for a decent subsistence are available 
to every family in the required quantities and at prices 
which the minimum family income can cover. In war- 
time the problem is chiefly one of supply: the mobilisation 
of resources to furnish the sinews of war involves a 
deliberate curtailment of the goods and services available 
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for civilian purchase, and the corollary of this process 1s 
the fair distribution of the limited stocks available by 
rationing, price control and utility manufacture, together 
with a scaling-up of the lowest incomes by the increase of 
minimum wages and social service payments to enable the 
poorest families to take up their share. In peacetime the 
problem will be, as it was before the war, rather one of 
demand. The total stock of goods and services will be 
ample to meet the minimum needs of every family, with 
a considerable margin to spare ; there will be no guarantee 
that everv family will in fact be in a position to purchase 
its basic requirements. Social security, in the sense in 
which the phrase is now used, means the provision of this 
guarantee. . ; 
There is. of course, nothing revolutionary about this 
proposal ; and its implementation by one means or another 
must be taken for granted in post-war politics. Ever since 
the institution of the Elizabethan poor law, it has been the 
accepted responsibility of society, as it formerly had been 
of Christian charity and the gilds, to prevent actual death 
by starvation, however crudely, callously and imperfectly 
the obligation may often have been discharged. In the 
twentieth century the obligation has been translated into 
a ramified system of public provision and social insurance, 
supplemented by the establishment of minimum wages 
through collective bargaining or trade board machinery 
and by the mutual activities of voluntary associations and 
private charity. The demand now is simply that the exist- 
ing piecemeal apparatus for preventing utter destitution 
should be made comprehensive and universally effective ; 
that the complete prevention of all avoidable want should 
be made the specific aim and guaranteed consequence of 
public policy. 


The Prevention of Want 


The pre-war provision was insufficient. Neither casual 
and itinerant workers nor the independent middle class 
nor the families and dependents of insured workers were 
covered by social insurance. Insurance benefits and assist- 
ance payments were in many cases appreciably below the 
bare minimum income reckoned indispensable by expert 
researchers ; and even the inadequate cash sums received 
by the sick and disabled were considerably more satisfac- 
tory than the treatment they were given to restore them 
to full health and fitness. Cash provision was, and is, of 
three kinds: pensions to old people, widows, orphans, the 
sick and the disabled ; allowances to the long-unemployed 
and the destitute; and insurance against illness, acci- 
dents and unemployment. Provision in kind took the form 
of free education, health services, housing subsidies, and 
cheap or free food for schoolchildren. But too many people 
were too near the borderline of insecurity and destitution ; 
and the diet of something like half the population was 
regarded by experts as nutritionally insufficient. Nor was 
this state of affairs simply the consequence of ill-health 
and unemployment. It rather reflected a distribution of 
incomes that was inadequate in all its lowest ranges to 
meet family requirements ; and it registered the fact that 
the wages of workers are based, as they must be, not upon 
their needs or the size of their families, but upon the 
supply of and demand for their services and the greatly 
varying bargaining power of their trade unions. 

There are several parts therefore to the prevention of 
want: the insurance of every citizen against every con- 
tingency over which he, individually, can have no control: 
the raising of all benefits and payments to subsistence 
level and the incorporation in their assessment of the needs 
of families and dependants ; the introduction of children’s 
allowances ; the provision, above all, as Sir William 
Beveridge has urged in his famous “ assumptions,” of 
positive ways and means to prevent both unemployment 
and ill-health and to succour the sufferers from these two 


basic misfortunes by > transfer, t 

rehabilitation : the guarantee, good times nm ym dig 
minimum money incomes by a combination of compre- 
hensive insurance, children’s allowances and adequate 
minimum wages ; and the assurance of a sufficiently ample 
and sufficiently cheap supply of the necessities of life so 
that minimum incomes may actually cover minimum 
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needs. To do all this is to travel farther along a wel. 
trodden road ; the only new element will be the will ang 
determination to prevent want entirely. 

It is not true to say that the nation cannot afford to 
adopt the policy of a Minimum. The standard of living of 
a community is dependent on the size of its national 
income ; and the standard of living of a class is dependent 
on the way in which the national income is distributed. [t 
is obviously possible for a community to decide, as a first 
charge upon its social and economic arrangements, that 
a given proportion of its income shall go to its poorest 
members in order to assure to them a minimum standard 
of life. When the problem of fixing the size of the 
Minimum comes up, however, there is room for debate : 
the question of what can be afforded arises in two ways, 
absolutely and relatively to other claims. Obviously, it 
would be sheer fantasy to attempt to provide every family 
with, say, the equivalent in real terms of £1,000 a year 
at current prices ; the real national income is, and will be, 
much too small. But if the material means are available to 
provide the goods and services required to reach a more 
modest goal, say, the 40s. a week for man and wife and 
56s. for a family of four proposed by Sir William 
Beveridge, then the question becomes one of choice, not 
of practicability. In money terms the issue is the amount 
by which the maximum incomes of classes above the 
minimum, and the funds available for non-consumpton 
purposes, will require to be reduced to implement the 
guarantee ; in this instance there is little doubt that the 
Beveridge scale, or its equivalent at the prices of that time, 
could have been introduced in, say, 1938 with no appreci- 
able disturbance to the social structure or to the balance 
between investment and consumption, and no doubt that 
it will be possible to introduce it after the war, when the 
national income, in real as well as money terms, should be 
appreciably higher than it was five years ago. 


For Services Rendered 


Thus the practicability and size of the Minimum 
depend, first, on economics and, secondly, on politics. The 
crucial point, economically, is that the larger the national 
income and the lower the level of unemployment, the 
higher the guaranteed standard of living of the poorest 
classes can be—with the minimum of political conflict. 
The quite fatal thing would be if the establishment of a 
National Minimum were to impede the expansion of the 
real national income, by causing the curtailment of neces- 
sary investment, or to obstruct the policy of full employ- 
ment, by reducing individual enterprise or diminishing 
the inclination of individuals to change their occupation 
and places of work. It is, of course, absurd to suggest that 
the guarantee of 40s. a week to a man and his wife is likely 
to make him cease to toil or spin, provided work is avail- 
able for him ; but the institution of a minimum standard 
of living does carry with it the plain obligation upon cvery 
citizen to display maximum efficiency, maximum Pr0- 
ductivity and maximum mobility. There is no more 
important post-war issue than the unreserved realisation 
of this by the trade unions—just as the policy of full 
employment depends upon the realisation by employers. 
as well as workpeople, that full employment means, not 
the maintenance of some parti distribution of employ- 
ment at the highest possible level of activity, but the 
employment of all the nation’s resources in the occupa 
tions which from time to time prove to be the most 
productive. The objective of social security is no more 
likely to impede economic progress than the objective of 
full employment, provided that, in each case, sectional 
interests are subordinated to the interests of the com- 
munity and that certain specific and pressing duties ar¢ 
seen to be the correlations of the recognised right to “ work 
Or maintenance.” 

Mr Bevin has called the Beveridge proposals “ ambu- 
lance ” work. In an important sense he is right, though 
to say so is no disparagement, since ambulances are indis- 
pensable so long as accidents happen. The great hope of 
the future must be that social security, in the current 
sense, and the bolstering of national subsistence, national 


diet, national health and national fitness by ad hoc means 
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may be rendered needless by a great and regular — 
and diffusion of national wealth and prosperity. = 
employment will bring more social security than socia 
security itself. Meanwhile, within the present framework 
of social provision, extended to embrace a Minimum, it 
is upon prevention and cure, more even than on insurance 
and assistance, that the energies of the next generation 
should be focused: on work rather than on maintenance ; 
on the prevention of accidents and the rehabilitation of 
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the disabled rather than on pensions ; on the prevent; 

and treatment of sickness rather than the care of the sick 
“ Ambulance ” work there must be. Post-war Britain will 
demand and deserve a National Minimum and et 
called social security. But it is only by a positive pol a 
to master their material environment that the people . 
this country will eventually be able to establish ang ensure 
a standard of life for all which will be worthy o€ their 
hopes and powers. ; 


Why Nationalise ? 


HIS is a time when the economic structure of the 

country is, very properly, under review. The review 
will almost inevitably lead to a considerable extension 
of the field within which public policy has something 
to say about the conduct of industry and trade. So much 
is a matter of general agreement. But a wide section 
of public opinion goes further ; whenever, in any par- 
ticular industry, a prima facie case has been made out 
for some intervention of public policy, adherents of 
this school of thought plump automatically for national- 
isation. To many people, in fact, economic reconstruction 
appears to mean little beyond the compiling of lists 
of industries to be nationalised. It is true that the public 
corporation, on the model of the London Passenger 
Transport Board, is now the fashion, and that public cor- 
porations, though they are managed by nominees of the 
community, still derive their capital from private purses. 
But for most practical purposes the definition of 
nationalisation can be stretched to cover this variant. 
And the new version shares with the old the character- 
istic that it is prescribed indiscriminately for all cases. 
It is a universal specific. 

In these days only the most rabid reactionary is 
opposed, on principle, to Government intervention in 
economic affairs. But this indiscriminate advocacy of a 
single method has two dangers. First, it diverts atten- 
tion to the mere mechanics of organisation, to 
pure constitution-mongering, and away from the real 
issue, which is the way in which the industry is to act. 
It pretends that Siéyés is the important figure and ignores 
Bonaparte. And, secondly, it fails to recognise that the 
conditions of different industries, and the reasons for 
which the state intervenes in them, are infinitely various. 

The historical origins of the attitude are easy to 
identify. The socialist ideology has a very powerful 
emotional momentum in this country, and nationalisation 
lies at the very centre of it. It is not so long since the 
Labour Party professed as its policy “ the nationalisation 
of all the means of production, distribution and exchange.” 
The Labour Party no longer believes in this policy— 
at least, not in the lifetime of the present leaders—but 
it has never been formally abandoned, and though they 


no longer believe in the nationalisation of all the means 
of economic life they still believe, by instinct, tha 
nothing is real progress unless it involves the nationalisa- 
tion of something, and that any other form of economic 
reorganisation is a temporary compromise with the forces 
of expediency. They believe this by instinct—and one 
strongly suspects that they have quite forgotten why. 


Historically, the main basis for the policy of national- 
isation was the desire to redistribute wealth. It js 
doubtful whether Karl Marx would have recognised any 
other reason as being more than very subsidiary. But 
nationalisation as advocated in this country 1s not in 
the slightest degree a redistributor of wealth—rather 
the contrary, for the compensaion paid is always fair 
and often generous, and the capitalist whose income was 
formerly at the mercy of commercial risks becomes a 
pensioner of the state. There are other means of 
diminishing the inequality of wealth, which have been 
carried a long way and will doubtless be carried a long 
way further. But nationalisation (unless it also implies 
confiscation) is not among them, and anyone who advo- 
cates it on this score is deceiving himself. 


Secondly, there is the plea of efficiency, the belief that 
the state can manage industry more efficiently than 
private managers. This may be true in some cases, either 
because the private managers in possession are unduly 
incompetent or because there is some obstruction to 
efficient management that only the state can remove. 
But, as a general proposition, the available evidence 
points in the other direction. Other things being equal, 
a nationalised industry can be expected to be less effi 
ciently run than a privately managed one, partly be- 
cause it cannot wholly evade* the disadvantages of 
committee coatrol and partly because it will inevitably 
be subject in greater or less degree to some sort of 
political pressure, from trade unions as well as from 
politicians. 

Another reason frequently advanced for a policy of 
general nationalisation is that functions essential to the 
life of the community cannot properly be left in private 
hands. Since this is, in part at least, a moral issue, every- 
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one will have his own opinion on it. Some people are 
outraged by the fact that the functions of note issue 
and credit control are in private hands. But others—and 
they are probably the majority—feel that so long as 
these functions are properly performed there is no cause 
for intervention. The importance of an industry is an 
argument for saying that the state should know 
what is going on. It is not an argument for the state 
taking over the management unless that would lead to 
an improvement. And in many cases it would not. The 
management of merchant shipping, for example, is an 
activity of the highest importance, but one where there 
is every reason to believe that public management would 
be less efficient than private. It is precisely because ship- 
ping is important that it should not be nationalised. 


The monopoly argument is very similar. When an 
industry has been effectively monopolised by a single 
firm, the argument runs, it should be nationalised. But 
here again one would first wish to be satisfied that the 
industry, after nationalisation, would be run not merely 
differently but better than before. If the private mono- 
poly is grasping and restrictive; the case for nationalisa~ 
tion is strong. If it is efficient and responsible the case 
is weak. 


Different Behaviour 


These examples are perhaps sufficient to illustrate what 
is the only real, though strangely ignored, argument for 
nationalisation. An industry should be nationalised when 
the community wants it to behave in a way substan- 
tally different from its behaviour under private manage- 
ment, and when the best way of securing this change 
is by buying the private owners out or by imposing 
public managers. For example, to nationalise the rail- 
ways and then to leave them to operate substantially as 
they do now (which would certainly be the result of 
simple nationalisation) would be to take a great deal of 
trouble for no purpose. But if the state wished to carry 
through a complete change in the methods by which 
the community’s transport costs are met, nationalisation 
of the railways might well form part of the scheme. Or 
again, nationalisation of the banks, if it simply meant 
the replacement of boards nominated by the share- 
holders by boards nominated by the Government, would 
have no practical result whatever. But if (to take an 
imaginary case) the state should decide that it would be 
an economy to pay no interest on the national debt held 
by the banks, and in return to meet their working losses, 
there might be a case for buying out their proprietors. 

The “different way of behaving” that the state may 
wish to induce may take many forms. It may be, for 
example, that the industry is required to change its 
organisation in the interests of efficiency or of better 
relations with its workpeople. This is the case for the 
nationalisation Of coal-mining. It may be that the in- 
dustry is requir8d to run at a loss, in the public interest. 
This was the case for the nationalisation of civil aviation, 
‘Nd it was suggested in a recent article in The 
Economist that the state, without intervening in the 
management of merchant shipping, should take over the 
risks and financial losses of supporting a long-term pro- 
gramme of merchant shipbuilding. It may be that, with- 
out running at a loss, the industry is required to 
forbear from taking a profit. This is, in part, the case 
for the nationalisation of land. It may be that the 
industry, without running at a loss, is required to sell 
Its product more cheaply to some customers than to 
others There may be a case on these lines, after the 
War, for continuing the virtual war-time nationalisation 
of the wholesale food trades. 


_These are only a few examples of the many different 
Teasons that may exist for direct commercial interven- 
ton by the state in the processes of industry—for the 


“Ppcarance of the state as a public body, that is to 
‘ay, aS a trading principal, not merely as a supervisor or 
Policeman, And since the reasons can be so various, and the 
jf of the industries to which they apply are so 

erent it would obviously be folly to prescribe a single 
orm of organisation. In some cases outright nationalisa- 
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tion would be appropriate, as with the BBC or epee 
Overseas Airways Corporation, where the state owns an 
its nominees manage. In other cases the public —— 
(private ownership and public management) will —— 
best method. In still others the opposite of the public 
corporation (public ownership and private management) 
will serve the purpose best. Shipping may well be one 
of these. with the state owning the ships (or some of 
them) and the shipping companies managing them. And 
in other cases there will doubtless be other forms of 
organisation. The only general principle should be that, 
since the state intervenes to secure a certain pattern 
of behaviour. the form of organisation should be such 
as will best accord with the desired behaviour. 

The curious thing is that many of the advocates of 
nationalisation as a principle, so far from admitting the 
simple pragmatic argument advanced in this article, are 
at some pains to prevent nationalised industries from 
behaving in any different way from private concerns 
Thus the “Statement on Employment Policy and the 
Organisation of Industry,” recently issued by Nuffield 
College, in advocating public corporations for a number 
of important industries, stipulated that they should 
“consist mainly of persons with direct managerial, tech- 
nical or other practical working experience of the in- 
dustries or services concerned” and that they “ should 


Merchanting under 


alee sete the debate on the future of the sterling 
exchange market has far from run its course it is 
impossible to ignore the strong current which is taking 
it in the direction of a more or less permanent form of 
official control. There is virtual unanimity about the 
necessity for carrying the control of sterling exchange, 
almost intact in its wartime rigour, into the immediate 
post-war period. But even beyond that, there are few who 
do not regard an indefinite prolongation of some form of 
exchange control—even if it is only on capital movements 
—as part of the permanent post-war financial system. 
The most manifest reason is the desire to ensure that the 
cause of exchange stability is not again threatened and 
defeated by panic movements of capital or by more sinister 
speculative operations. But behind this there is the fear 
that this country will suffer from a chronic shortage of 
dotlars for a long time after the war. Moreover, there is 
the inescapable fact that Britain will emerge from the 
war a heavy debtor on short term to other countries. The 
main concern of the authorities, therefore, is that there 
should be continuing and strict control of capital move- 
ments. 

For the rest, the prevailing view in high official quarters 
seems to be that a return to a free market would be 
desirable. The British Treasury’s Clearing Union scheme 
suggests that merchants and traders should be allowed to 
operate freely and that the new mechanism of international 
clearings should interfere as little as possible with normal 
international banking operations. But this part of the 
Clearing Union scheme bears all the evidence of com- 
promise. It does not explain how it proposes to make this 
clear and convenient distinction between what are capital 
transactions, which will be controlled, and the rest, which 
will be free. Any clean cut line of demarcation is very 
difficult to draw. There are obvious instances of each 
type of transaction, but there are almost innumerable 
operations where the white of the one and the black of 
the other merge into indefinable shades of grey. Moreover, 
the most obvious foreign trade operation can. by a simple 
twist, become a capital transaction—as, for example, when 
the proceeds of export sales are not repatriated. In any 
case, control over capital transactions demands some 
supervision of commercial operations, since there is no 
more practised way of evading regulations against the 


export of capital than by under-invoicing export goods sold 
to confederates in the country with the desired currency 
or with a free exchange market. If conditions after the 


war are such as to justify the maintenance of sterling 
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in general be so managed as to cever costs, incliding 
a reasonable return on their real capital assets.” If the 
public corporations are to be managed by the same sort 
of people and on the same principles as private industry. 
one is left wondering what purpose they are intended 
to serve. Indeed, one is left wondering why their adyo. 
cates put them forward, unless it is out of piety to a 
principle learned in youth but the reason for which 
has been forgotten. It would be reasonable either to be 
bolder or more cautious ; either to leave things as they 
are or to insist on a different sort of behaviour from 
the industries in question. To re-name the ship and change 
her captain without altering either her course or her 
speed would be a very curious procedure. 

The danger is that so long as nationalisation js 
advocated on principle, without regard to the facts of 
each case, it will be resisted on principle—and the 
resisters have the powerful force of inertia on their side. 
The right attitude would seem to be to regard public 
ownership and public management as two of the perfectly 
respectable and permissible techniques of economic policy, 
to be neither supported nor condemned on principle. The 
less nationalisation is brought forward without a real 
reason the more possible it will be, where there is a 
reason, to exploit this method of economic organisation 
to the full limit of its potentialities. 


Exchange Control 


exchange control in respect of capital transactions, the 
trading community should reconcile itself to the prospect 
of keeping in being an extensive apparatus of supervision 
over current foreign trading transactions. It is desirable 
that this highly important fact be kept in mind when con- 
sidering the future organisation of British foreign trade, 
for there are some systems that fit admirably into the 
pattern set by exchange control, others which could be 
adapted to its requirements, others, again, which would 
be quite incompatible with it. 


State and Private Trading 


State trading obviously falls into the first category. It 
seems to be the natural concomitant of exchange contol. 
Since the trader and the controlling authority are in this 
case one and the same person, the customary restricuons 
of exchange control on the freedom and initiative of the 
trader do not apply. Exchange control is perfectly attuned 
to the activities of an enterprise such as the United 
Kingdom Commercial Corporation, whose pre-empuve 
and other operations are essentially political in character 
and largely divorced from the customary economic con- 
siderations of price and relative costs. If, after the war. 1 
is desired to maintain the state’s direct participation 1 
foreign trade—as, for example in bulk buying of basic 
foodstuffs and other essential commodities—the main- 
tenance of exchange control would serve a useful aire 
by further increasing the odds against the rash individua “ 
who might be tempted to enter these preserves and pi 
his merchanting skill against that of the authoriics. 

It is equally easy to visualise the kind of meena 
system which lies at the opposite pole—that which = 
wither and die under the ministration of exchange — 
It is the system represented by the free, highly sensit ad 
and internationally organised markets which pees 
in this country before the war. Examples will be ra od 
found: the cotton and metal markets, the Baltic mat "4 
in grains, the markets in rubber and in the hundred ge 
one types of colonial produce which used to bring ye 
walk through the Mincing Lane and Eastcheap part 
the City all the scents of a tropical adventure. Part . 
the trade handled by these markets represented the ~~ 
of goods consumed in this country. Another a 
entrepét trade in produce which was re-exported eae 
brief sojourn in British warehouses. But to a v¢Ty - 
extent the commodities that were dealt in never we ts 
this country. It was trade between two overseas marke 
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When the starving peoples of Europe are liberated, how 
can they be fed? What can we send them which will supply 
the deficiencies and restore them quickly to health and 
strength ? Something which is not only a food in itself but ts 
capable of retaining the full potency of added vitamins ? 
This was the problem Britain’s food experts had to solve, 
and experiments were made with many kinds of food betor: 
they made their final choice—chocolate. 

For many months big shipments of Cadbury’s Chocolate, tich 
in vitamins, have been going to help to keep our Armies 
fighting fit. Now, in addition, a large part of the output of 
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That is why you will get less chocolate in your ratioa 


CADBURY 


means Quality 














339 THE ECONOMIST 


tion would be appropriate, as with the BBC or es 
Overseas Airways Corporation, where the state owns an 
its nominees manage. In other cases the public — 
(private ownership and public management) ee a 
best method. In still others the opposite of the public 
corporation (public ownership and private peg 
will serve the purpose best. Shipping may we _ 
of these, with the state owning the ships (or some 0 
them) and the shipping companies managing them. And 
in other cases there will doubtless be other forms of 
organisation. The only general principle should be that, 
since the state intervenes to secure a certain pattern 
of behaviour, the form of organisation should be such 
as will best accord with the desired behaviour. 

The curious thing is that many of the advocates of 
nationalisation as a principle, so far from admitting the 
simple pragmatic argument advanced in this article, are 
at some pains to prevent nationalised industries from 
behaving in any different way from private concerns 
Thus the “Statement on Employment Policy and the 
Organisation of Industry,” recently issued by Nuffield 
College, in advocating public corporations for a number 
of important industries, stipulated that they should 
“consist mainly of persons with direct managerial, tech- 
nical or other practical working experience of the in- 
dustries or services concerned” and that they “ should 
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UTHOUGH the debate on the future of the sterling 

exchange market has far from run its course it is 
impossible to ignore the strong current which is taking 
it in the direction of a more or less permanent form of 
official control. There is virtual unanimity about the 
necessity for carrying’ the control of sterling exchange, 
almost intact in its wartime rigour, into the immediate 
post-war period. But even beyond that, there are few who 
do not regard an indefinite prolongation of some form of 
exchange control—even if it is only on capital movements 
—as part of the permanent post-war financial system. 
The most manifest reason is the desire to ensure that the 
cause of exchange stability is not again threatened and 
defeated by panic movements of capital or by more sinister 
speculative operations. But behind this there is the fear 
that this country will suffer from a chronic shortage of 
dotlars for a long time after the war. Moreover, there is 
the inescapable fact that Britain will emerge from the 
war a heavy debtor on short term to other countries. The 
main concern of the authorities, therefore. is that there 
should be continuing and strict control of capital move- 
ments. 

For the rest, the prevailing view in high official quarters 
seems to be that a return to a free market would be 
desirable. The British Treasury’s Clearing Union scheme 
suggests that merchants and traders should be allowed to 
operate freely and that the new mechanism of international 
clearings should interfere as little as possible with normal 
international banking operations. But this part of the 
Clearing Union scheme bears all the evidence of com- 
promise. It does not explain how it proposes to make this 
clear and convenient distinction between what are capital 


transactions, which will be controlled, and the rest. whi 
will be free. Any clean cut li mir gn 


ne of demarcation is very 
difficult to draw. There are obvious instances of each 
type of transaction, but there are almost innumerable 
operations where the 


> the white of the one and the black of 
the other merge into indefinable shades of grey. Moreover, 


the most obvious foreign trade operation can, by a simple 
twist, become a capital transaction—as, for example, when 
the proceeds of export sales are not repatriated. In any 
case, control over capital transactions demands some 
supervision of commercial operations, since there is no 
more practised way of evading regulations against the 
export of capital than by under-invoicing export goods sold 
to confederates in the country with the desired currency 
or with a free exchange ma 


nge market. If conditions after the 
war are such as to justify the maintenance of sterling 
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in general be so managed as to cever costs, inchiding 
a reasonable return on their real capital assets.” If the 
public corporations are to be managed by the same sort 
of people and on the same principles as private industry. 
one is left wondering what purpose they are intended 
to serve. Indeed, one is left wondering why their adyo. 
cates put them forward, unless it is out of piety to a 
principle learned in youth but the reason for which 
has been forgotten. It would be reasonable either to be 
bolder or more cautious ; either to leave things as they 
are or to insist on a different sort of behaviour from 
the industries in question. To re-name the ship and change 
her captain without altering either her course or her 
speed would be a very curious procedure. 

The danger is that so long as nationalisation js 
advocated on principle, without regard to the facts of 
each case, it will be resisted on principle—and the 
resisters have the powerful force of inertia on their side, 
The right attitude would seem to be to regard public 
ownership and public management as two of the perfectly 
respectable and permissible techniques of economic policy, 
to be neither supported nar condemned on principle. The 
less nationalisation is brought forward without a real 
reason the more possible it will be, where there is a 
reason, to exploit this method of economic organisation 
to the full limit of its potentialities. 


Exchange Control 


exchange control in respect of capital transactions, the 
trading community should reconcile itself to the prospect 
of keeping in being an extensive apparatus of supervision 
over current foreign trading transactions. It is desirable 
that this highly important fact be kept in mind when con- 
sidering the future organisation of British foreign trade, 
for there are some systems that fit admirably into the 
pattern set by exchange control, others which could be 
adapted to its requirements, others, again, which wovld 
be quite incompatible with it. 


State and Private Trading 


State trading obviously falls into the first category. It 
seems to be the natural concomitant of exchange control. 
Since the trader and the controlling authority are in this 
case one and the same person, the customary restricuons 
of exchange control on the freedom and initiative of we 
trader do not apply. Exchange control is perfectly — 
to the activities of an enterprise such as the Unite 
Kingdom Commercial Corporation, whose pre-emptve 
and other operations are essentially political in character 
and largely divorced from the customary economic “e* 
siderations of price and relative costs. If, after the war. | 
is desired to maintain the state’s direct participation 1 
foreign trade—as, for example in bulk buying of basic 
foodstuffs and other essential commodities—the —_ 
tenance of exchange control would serve a useful — 
by further increasing the odds against the rash ony oe 
who might be tempted to enter these preserves and P 
his merchanting skill against that of the authorities. 

It is equally easy to visualise the kind of merchanees 
system which lies at the opposite pole—that which W yoo 
wither and die under the ministration of exchange — : 
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WHY CHOCOLATE 
WILL BE SGARCER 


When the starving peoples of Europe are liberated, how 
can they be fed? What can we send them which will supply 
the deficiencies and restore them quickly to health and 
strength ? Something which is not only a food in itself but ts 
capable of retaining the full potency of added vitamins ? 
This was the problem Britain’s food experts had to solve, 
and experiments were made with many kinds of food betor: 
they made their final choice—chocolate. 

For many months big shipments of Cadbury’s Chocolate, rich 
in vitamins, have been going to help to keep our Armies 
fighting fit. Now, in addition, a large part of the output ot 
the Bournville and other chocolate factories will consist 9! 
special 2-0z. blocks for liberated Europe. 

That is why you will get less chocolate in your ratioa 
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which dealers in this country could succeed in transacting 
owing to their foreign organisation, their resources, their 
«ill and their international reputation for fair dealing. 
Wheat might be sold from Canada to Shanghai, rubber 
from Malaya to the United States, gum from the Congo 
to Hamburg. Not only would the transaction yield its 
profit to the dealer and broker in London, but it would 
probably be carried in a British ship, it would be insured 
at Lloyd’s, it would be financed through a London credit 
and would thus leave its trail of profit to a large number 
of British institutions. 

That kind of market, dealing as it does with com- 
modities quoted in every important commercial centre in 
the world, demands, above all, rapidity of decision and of 
dealing. The arbitrage which can take advantage of minute 
differences in international price levels would be killed 
stone dead if every deal had to go through the mill of the 
exchange control machinery, which with its filling of 
forms must, even at its most efficient, grind slowly. More- 
over, the normal functioning of these markets demands 
a bewildering variety of spot and forward exchange trans- 
actions among which it would be difficult, even for the 
expert, to decide which was essential and which tinged 
with speculation. The wheat operator straddling long and 
short positions in the commodity between Chicago, Buenos 
Aires and Sydney, improvising on this more or less 
covered position a whole host of subsidiary operations, 
shipping from stock here and buying forward there, then 
making all the appropriate cover in the forward exchange 
market, perhaps deciding not to remit certain proceeds 
of sales in anticipation of future outlays for shipping or 
warehousing in the country concerned—this operator 
might be very hard put to it to justify all his exchange 
operations tO a suspicious control. How to distinguish 
between a genuine hedging transaction and one of more 
speculative character is a question which even the operator 
himself, unless he be singularly objective, may find it 
difficult to answer. Many of the speculative sales of 
suspect currencies in the inter-war period were justified 
by the sellers as protection for property held directly or 
indirectly in the country concerned. On all these issues— 
rapidity of decision, freedom to deal as the situation 
demands with the proceeds of export sales, complexities 
of covering forward exchange positions—no foreign 
exchange control could adequately meet the requirements 
of the type of international commodity market which 
flourished in this country before the war. If by reason 
of the overwhelming need for exchange control these 
markets could not be revived in something like their 
previous form, their passing would deserve much regret. 
They were the result of many decades of gradual evolution 
and experience ; they performed a most important func- 
uon in the world distribution of the commodities which 
they handled ; and directly as well as through the ancillary 


Investment— Ihe 


T was The Economist’s fortune to be born near the 
4 beginning of the adventurous phase of modern British 
mvestment, In September, 1843, only approximately 
£70 million of a present total of £1,100 million had 
een invested in the trunk railway system. British in- 
dustry—particularly “heavy ” industry with its high pro- 
Portion of fixed assets—had a century of continuous and 
phenomenal growth ahead of it. The public utilities were 
in their infancy, national electrification was still to come, 
and the internal combustion engine had not appeared. 
Before The Economist’s first century closed, however, the 
British investor, by his own effort, had not only met all 
the domestic demands on his saving power which these 
comparisoas imply, but had accumulated some thousands 
of millions of pounds-worth of external securities in the 
Process of carrying the Industrial Revolution over the 
globe. Both the scale and the results of the effort were 
prodigious. The state had little part in creating or direct- 
ng them, other than by assuring freedom of action in an 
“xpanding context. Yet, for a process in which trial and 
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shipping, insurance and financial business they brought to 
this country, they provided a source of foreign exchange 


income which will be more than ever needed after this 
war. 


The Open Licence 


Fortunately, the available choice is not wholly bounded 
by this return to wholly free markets on the one hand 
and the UKCC type of State trading enterprise on the 
other. One type of compromise which has been tried 
during the war is for the Government to do the trading 
but to go on using the machinery of the old market. 
This has proved an unsatisfactory device. It amounts to 
no more than the payment of compensation to dispossessed 
merchants and brokers. If use is to be made of their 
ability and experience, they should be incorporated into 
the new State trading organisation. There should be no 
pretence that there is still a function for the former 
market to perform once the basic dealing activities have 
been taken over by the State. 

A more promising compromise between free merchant- 
ing and exchange control would be to put the market on 
trust, allowing it freedom in its exchange operations subject 
only to the check of occasional supervision and of giving 
the authorities full and regular information of its oper- 
ations and of its open foreign exchange positions. For 
firms of recognised repute, post facto reports can take the 
place of prior permission. This is the system of open 
licences in which some British authorities have seen the 
way to marry exchange control to free and vigorous 
initiative in our merchanting system. In considering this 
solution two points suggest themselves. The first is that 
the licences will have to be really free and comprehensive. 
For example, the control will have to be prepared to 
provide exchange for such unpleasant purposes as to meet 
losses incurred in foreign currencies, though, of course, 
the sterling equivalent of such losses must be shouldered 
by the merchants themselves. The second, and more im- 
portant, point is that the open licence system would 
necessarily convert every produce market into a closed 
preserve for the licensed dealers. Licences would be 
granted to established firms of known financial and moral 
solidity. The way for the newcomer into the trade would 
be made much more difficult. So would the activities of 
those versatile and adaptable firms which in the past 
have served themselves and the community well by 
switching to whatever type of business activity the 
changing scene appeared to offer. Provided adequate safe- 
guards were taken to prevent abuses by these Government- 
made monopolies, the price paid for this adjustment of 
the merchanting system to the strait-jacket of exchange 
control might not be unduly high. But that a price will 
have to be paid is certain and it should be carefully 
computed before irrevocable decisions are taken. 


Second Century 


error (the true “ speculation”) necessarily played so large 
a part, losses were surprisingly low. If it were ever neces- 
sary to compose an epitaph for individual enterprise, as 
the founders of The Economist conceived it, the achieve- 
ments of the investor, 1843-1943, might worthily fill a 
ohat réle will investment play in The Economist's 
second hundred years? Admittedly, the question demands 
more of those who essay to answer it than was vouch- 
safed, by way of prophetic power, to The Economist's 
own pioneers a century ago. It may be assumed that, if 
James Wilson and his colleagues had foreseen a tithe of 
the contribution which investment would make to 
economic progress in the next three generations, 1ts needs 
would have figured more prominently in The Economist s 
Preliminary Number and Prospectus. In fact, _ were 
hardly mentioned. Even the most percipient prop ets a 
apt to err by under-estimation in making po -_ 
long periods ; the temptation to project known conditions 
into an unknown future is very insidious. 
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Scientific invention, the chief falsifier of the — 
type of economic judgment, was never more oor 88 - ‘ 
shaping events than during the last century, anc 
fluence in the next may, by all present indications, 
more rather than less important. The transition from the 
Steel Age to the Plastics Age—a possibility which occu- 
pies the minds of many investors to-day—may be (who 
can tell?) only among the first and least of the problems 
which new demands, processes and techniques will impose 
in the investment world. War, again, is a proverbial 
upsetter of all prophetic calculation. The record of 
economic achievement in The Economist’s initial hun- 
dred years owed much to the fact that, for the first seventy 
of them, this country was involved in no major wars. 
The story of the next hundred years, equally, can hardly 
be unaffected by the events of the last thirty. It 1s 
scarcely conceivable that Britain could twice have success- 
fully withstood, within so short a period, the economic 
strain of a World War, waged a outrance, if her economic 
foundations had been less well laid between the 1840's 
and the early years of the nineteenth century. But the 
Second German War, in particular, and the events which 
preceded it, have not merely altered the immediate diréc- 
tion of a considerable part of Britain’s productive effort 
and entailed the realisation of many of her accumulated 
overseas investments. They have also given a powerful 
urge to ideas of the right relationship between the indi- 
vidual and the state, in investment and much else, which, 
whatever their merits, were not those which The Econo- 
misfs founders had in mind when the paper started a 
hundred years ago. 

Investors, looking at affairs, naturally, from their own 
special viewpoint, are well aware that the almost universal 
acceptance of Full Employment as a post-war objective 
entails momentous consequences for themselves. If the 
crux of that policy’s successful application lies in control 
of the relationship between saving and investment, and 
if there are phases of the trade cycle when the state’s 
intervention in the investment market will be indispensable, 
then, whether the state comes in as friend, guest, or 
Trojan Horse, it may be presumed to have come into the 
market to stay. Its direct intervention may be intermittent 
and infrequent, but its watchfulness wil! be constant. The 
capital market will be aware not only of an eye which 
never sleeps beneath the wing of night, but of a mind 
which decides priorities, requires submission of certain 
borrowing projects for its approval, decides how fast 
different market queues shall move past the turnstile and 
has its own ideas about interest rates. The market, in 
other words, will have to accustom itself to having the 
state as ultimate arbiter. And how much more ? 

_ Are certain fields to become closed areas for the private 
investor, because the industries within them provide 


NOTES 


The German Retreat 


OF 


The week has been crowded with Russian successes, 
The great victory of Kharkov has been followed up by the 
recapture of Taganrog. All previous Russian counter- 
offensives on the Azov, in the winter of 1941-42 and early 
this year, foundered against this powerful stronghold which 
the Germans were able to hold for nearly two years. Its 
fall is therefore the most spectacular achievement of the 
Russians after Kharkov. But the repercussions on the 
German position in the Donetz basin are not yet decisive 
It is fairly certain that the Germans are engaged in a 
massive retreat in this area ; but as long as they manage 
to hold the Stalino-Slavyansk network of railways, they still 
have a fair chance of achieving an orderly evacuation The 
Russian lines, however, are not far off ; and unless the 
Germans at this point make very extensive use of the com- 
munications leading from the Donetz basin westwards they 
may soon find themselves facing the risk of a very costl 

battle of annihilation.” The Russian advance betw 4 
Kharkov and Poltava and to the north ce 


brings them steadily closer to the pantheon tik oye 
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essential public services, because they have become mite. 
poly-ridden, or because they are merely big or unenter. 
prising? Does the principle of limited liability, the legal 
machine-tool of so much investment in The Economisy’, 
first century, need overhauling, refitting with new modern 
devices, or, even, superseding? Is the Public Corporatio, 
in which private investors have a financial but no cop. 
trolling interest, destined to become, for some industries 
the characteristic functional unit ? Certainly, that might 
offer a practicable solution for one problem which thes: 
first hundred years have left unsolved. Quis custodiet ipsos 
custodes? Who shall control the management, that third 
estate to which shareholders, in so many instances, have 
handed over the reins of power, because they themselves 
have become too numerous and diffused to exercise jt > 
If the success of the Companies Act of 1862 in drawing 
capital from remote springs into great reservoirs had had 
that paradoxical result, then public control might claim 
that it was but taking a right which private investment 
had allowed to lapse, but was too dangerous to be left to 
go by default. But does that solution itself create yet 
another problem, if investment, without control, is never- 
theless expected to continue to exercise its risk-bearing 
function ? 

The answers given to questions such as these may well 
determine the lines of evolution of British investment 
during the next couple of decades, and its amount, direc- 
tion and purpose for the next century. In one sense, they 
are fundamental. They involve a marriage between public 
interest and individual enterprise, and neither partner can 
afford the consequences of an unhappy union. In another 
sense, they are but formal. The public interest, remote or 
near, has always been paramount in investment, and 
enterprise has been, and will remain, its indispensable 
motive force. There is no final, determinate relationship 
between them, no mixture by a chemical formula, good 
for all time. However the frontier may change, invest- 
ment will go on. In a hundred years’ time, new indus- 
tries will have been equipped, older industries will have 
changed out of recognition, the authorities will have 
obtained the wherewithal for waging war or improving 
the health and amenities of citizens in peace, and British 
capital will again have played its whole essential part in 
increasing the economic stature and productivity o! 
foreign countries. Investment is continuous, and the more 
its outward forms and instruments change, the more it 
remains the same. Fortunately for the community—and 
perhaps for the investor—the pool is bottomless, what- 
ever sluice-gates regulate the waters that feed it. Invest- 
ment’s problems defy endeavours to find any one answer 
for all time. As long as human progress endures, invest- 
ment will remain a sensitive index of its trend and 
fluctuations. 


THE WEEK 


Dnieper bend, at Kremenchug. Further to the sorth the 
Russians have advanced from Sevsk and crossed the 
northern boundary of: the Ukraine, a fact the moral sig- 
nificance of which is perhaps greater than its immediate 
tactical consequences. Of all the victories of the week the 
capture of Yelnya in the Smolensk area has perhaps been 
the most important one, since it threatens to unhinge the 
German defensive perimeter in front of Smolensk. - 
a few weeks of the summer campaigning season are SU 
left to the Russians. If, during this time, they succeed 1" 
reaching the Dnieper bend in the south and Smolensk 10 
the north they will have prepared the ground tor thelr 
third and most pretentious winter offensive. 


% * * 


Europe Resurgent 


The political situation in Europe is disintegrating 
every side. In Bulgaria the King is dead. In Denmat 
there is something approaching a state of war. The onl 
tude of the Swedish Government to Germany as 30 
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stiffer. In Croatia a number of the leading supparters of the 
Nazis among the Ustast have gone into hiding. And in 
France the Germans, ably assisted by Laval, are doing all 
they can to shatter the spirit of French resistance before 
Le jour—the day of invasion—comes. The policy of sending 
French workers to Germany has a double purpose. It 
augments the German labour force, but it also sends the 
most vigorous and able-bodied men away from the potential 
battlefield. In the last week there has been a new purge 
among French officials, even among those who are out- 
wardly collaborating, and, if reports are correct, the 
Germans have found it necessary to arrest even so in- 
nocuous a person as M. Lebrun. It is not, of course, his 
personal record. which has earned him this—it has been 
correct, but not outstanding—it is the fact that he, as 
President of the Republic, is still a symbol of the con- 
tinuity the Germans wish to crush. All these symptoms of 
unrest point in the same direction—towards the disintegra- 
tion of Nazi power, towards the rise of a new spirit of 
resistance. towards greatly increased vigour in the violence 
and sabotage activity of the underground movements. 
The new situation presents unrivalled opportunities for a 
strong political strategy on the part of the Allies ; it is the 
Nazis now who are on the defensive, and the initiative in 
the war of ideas could easily pass to the United Nations— 
if only they had decided on what their political strategy 
should be. A picture of a liberated and united Europe, in 
which the rights and liberties of individual peoples were 
guaranteed, in which prosperity was served by functioning 
international economic arrangements and security given 
within a friendly framework of the three Great Powers, 
Britain, America and Russia—such a picture, hammered 
home by the propaganda services of all three nations, and 
accompanied by specific examples and guarantees, might 
add many divisions to the Allied strength. At the moment, 
no such joint strategy exists. The voice of Washington is 
not the voice of London, and the voice of London is not 
the voice of Moscow. The occupied countries, waiting to 
surge forward, are held and bewildered by the diversity of 
roads along which they are being asked to tread. Thus the 
failure in political strategy is having, and will continue to 
have. military consequences. 


* 


There is only one way in which this situation can be 
remedied and an effective political arm added to the 
strength of the military offensive. The three Powers must 
meet without delay and concert their political strategy. 
The dismay and questioning aroused by Russia’s absence 
trom Quebec have apparently persuaded the American and 
British leaders that this need is urgent. In his broadcast 
from Quebec, Mr Churchill gave the weight of his support 
to a joint conference of the Foreign Ministers of the three 
Powers 

not merely to explore the various arrangements for world 

security but to carry their discussions to a point where the 

heads of States and Governments may be able to intervene. 
Mr Churchill went further. He said that Britain and 
America desire to “ associate ” Russian representatives with 
political decisions affecting the Mediterranean front, and 
declared that there was no step or decision 

about which we should not wish to consult with our Russian 

‘riends and allies in the fullest confidence and candour. 
In spite of other more general passages in the speech, in 
which the Prime Minister skilfully restated earlier answers 
‘o the demand for consultation with Russia and for the 
opening of a Second Front, this statement should help to 
Clear away many of the doubts and ambiguities of recent 
weeks. Everything turns now on what is actually done, on 
the vigour with which preparations for the Foreign Minis- 
‘ers’ conference are pressed forward, and on the frankness 
and comprehensiveness of the talks. Mr Maisky is in 
London, and it is said that the latest initiative for a meeting 
as come from his side. Mr Eden has seen him and Mr 

inant. The sooner their consultations lead to action, the 
better pleased will be the British public and the better 
‘etved will be the Allied cause. 


x * * 
War in Denmark 


The myth of a free and independent Denmark co- 
*perating within the framework of an ordered German 
Europe has been finally exploded by the abolition of the 
Danish Government in Denmark, the dissolution of the 
Cabinet, the placing of King Christian under what is virtually 
Ouse arrest and the transfer of all political power to General 
von Hanneken, The German Commander-in-Chief is now in 
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complete control of the country with full powers to govern, 
to punish end to execute. This sudden end to Denmark’s 
quasi-independence comes after a period of intense unrest. 
Strikes, sabotage and serious clashes with the German 
troops have occurred throughout the country. These out- 
breaks are the cumulative effects of three years of German 
occupation, together with the growing certainty in Den- 
mark that the Germans have lost the war. From the first, 
the Danes have resented bitterly Germany’s propaganda 
to the effect that they accepted and even enjoyed the New 
Order ; and for some time past politicians, trade union 
leaders and municipal officials have been co-operating in 
a campaign to prepare the people for sabotage, and even 
insurrection, should the German hold begin to loosen. 
They were determined to prove to the outside world that 
Denmark could not be bought off by special delicacies from 
the German table. The disappearance of Mussolini, 
followed soon after by the cancellation of the German 
transit agreement with Sweden, must have convinced the 
leaders that the time for stiffened Danish resistance had 
come, This period also coincided with a big increase of 
German pressure on the Danish people. In recent weeks, 
the Germans have introduced more intensive preparation 
against air raids. The cancelling of the transit traffic put a 
sudden and extremely heavy load on the already over- 
burdened Danish railways—and railway workers. Fear of 
an Allied invasion compelled the Germans to strengthen 
their coastal fortifications, and to do this they had, for the 
first time, to introduce the Danes to forced labour and 
requisitioning. The trade -unions countered the growing 
German pressure by demanding increases in wages and 
war risk bonuses, by instigating sit-down and open strikes, 
by dynamiting factories, blocking railways and derailing 
trains. The Germans appealed both to the Scavenius 
Government and to the King to help them to check the 
spread of disorder and resistance ; but the situation was 
quite out of hand, and now the Germans have been com- 
pelled to take steps which virtually amount to a declara- 
tion of war on Denmark. 


* * * 


Screws on Sweden 


It is too early to say whether the sharp exchanges 
between Germany and Sweden over the sinking of two 
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Swedish fishing vessels will develop into a more violent 
conflict. The facts are straightforward. — German mine 
sweepers sank two Swedish vessels, killing their entire 
crews ; these ships were fishing off north-west Jutland in 
waters which the Germans declared to be protected but 
which were not within the territorial limit. The Swedes pro- 
tested energetically with the full and angry support of the 
Swedish press. At this, the official German Diplomatische 
Correspondenz chose to rebuke the Swedish newspapers 
severely, reminding them of their country’s awkward geo- 
graphical position and declaring “It is time to pronounce a 
sharp warning.” Now come rumours of a concentration of 
German warships off Denmark. Clearly the révolt in the 
north is an embarrassment to the Germans. First the ending 
of the transit arrangements and, following it, the disturb- 
ances in Denmark have upset all the transport arrange- 
ments for supplying the Norwegian front. It would un- 
doubtedly be a great convenience for the Nazis to be able 
to make use of the railway system in south Sweden. Against 
the advantage, they must set the outlay of military power 
which would be necessary to drive the Swedish army out 
of southern Sweden, and the economic loss which would 
follow from the cutting off of Swedish iron ore and timber. 
It does not seem an auspicious moment for the Germans 
to undertake new military commitments and fresh economic 
losses. They will certainly try intimidation. The limitation 
of this policy is that they no longer play from strength. 


* * * 


Exit King Boris 

Ex-King Ferdinand linked Bulgaria to Germany in the 
last war and lived on to see his country’s defeat. King 
Boris, the son who learned nothing from his father’s failure, 
has met his death before Bulgaria’s second defeat. His dis- 
appearance leaves Bulgaria in the throes of an internal 
crisis which has put an end to the “quiet and glorious ” 
era of Bulgaria’s cheap and bloodless victories over Greece 
and Jugoslavia. The two main internal factors in this crisis 
are the army and the peasantry, and both have tended for 
some time pas! to pass out of the monarch’s control, To 
bring Bulgaria into line with fhe German war effort, the 
Bulgarian Government has taken very dangerous liberties 
with the country’s economic structure. Dairy farming has 
been starved and cereals have given place to tobacco and 
industrial plants. This readjustment has. affected the 
peasants disagreeably, and, combined with the countryside’s 
strong sympathies for Russia, has given the peasantry 
an anti-German and anti-Government bias. Their attitude 
has naturally influenced the ranks of the country-bred army, 
and, however pro-German the officers may have been, the 
army as a whole was not a reliable instrument for Boris’s 
policy. Though he declared war on Great Britain and the 
United States, he never wavered in his desire to maintain 
intact diplomatic relations with Russia. Over and above 
the pro-Russian feeling of the peasants there has always 
been a pan-Slav undercurrent in Bulgaria, and this feeling 
was outrage? by the shameful oppression of the Jugoslavs 
at the hands of Boris’s soldiers. The Allied victories and 
the collapse of Mussolini have naturally intensified the 
general sense of unrest and dissatisfaction. It is therefore 
plausible to suppose that King Boris spent the last months 
of his reign trying to manoeuvre himself out of a very 
awkward position. In this he was, like Badoglio, hampered 
by the presence of German forces. The Gestapo has recently 
tightened its grip over Bulgaria, and the last agreement 
between Bulgaria and Germany (signed by Boris only a 
few days before his death) was, significantly enough, con- 
cerned with “the extradition of criminals.” 


* 


The death of King Boris is likely to bring the crisis to 
a head. Under the Constitution of Tirnovo, ie ior a 
joyed unlimited dictatorial powers. The new six-year-old 
ruler, bear-led by the archaeologist Prime Minister Filov 
will hardly be a sufficient rallying point to provide unity 
and keep the country quiet. A Council of Regents is to 
be formed, and it will be very surprising indeed if this 
Council is net torn from the very beginning, by divergent 
policies and plans. It is almost certain that the pro-Italian 
party represented by the Queen-Mother (the daughter of 
Victor Emmanuel) will be strengthened at the expense of 
the pro-German party at the Court. The Regency’s foreign 
policy will probably run parallel to the policy of the 
Badoglio Government. Conditions in the two countries are 
similar in several ways—the reluctance of the people to fight 
and the critical collapse of authoritarian leadership, on the 
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one hand ; and, on the other, the existence of commitmenis 
to support Germany backed by the presence of the 
Wehrmacht. 


* * * 


The Pattern of Production 


The war enters its fifth year with an overwhelming 
superiority of armament on the side of the United Nations. 
Mr Lyttelton, Minister of Production, has stated that the 
combined output of the Allies is now three times as grea: 
as that of the Axis, and that next year it will be four times 
as great. Substantial increases in output have been made 
in this country during the past year. The total output of 
munitions for all three fighting Services was 25 per cent 
higher in the second quarter of 1943 than in the second 
quarter of 1942, which was a particularly good period ; 
in aircraft alone, there was an increase in the structural 
weight of output of 44 per cent. Actual production during the 
first six months of this year has equalled planned produc- 
tion. A policy of switching over from the production of 
defensive to offensive weapons was decided upon las 
January, when the Allies for the first time secured the 
strategical initiative ; and Mr Lyttelton described its effects. 
The production of weapons and equipment which have 
become obsolete, which were primarily needed for deser: 
warfare or of which there are now abundant supplies, is 
being stopped or curtailed, and production will be con- 
centrated on the most modern and offensive types of 
weapon. The foremost of these is aircraft, which has a high 
obsolescence rate, involves constant adjustments and modi- 
fications to maintain superiority of performance, and 
carries with it the highest hopes of the Allied strategists 
And increased emphasis will be laid on the production of 
certain types of naval vessels, of the scientific instruments 
used in sea warfare, and of radio equipment. During its 
first six months the transition was carried out with re- 
markable smoothness, though the scale of the change-over 
during the preliminary months was considerably snialler 
than it is, or will be, when the new policy is in full swing. 
Some 75,000 workers were released from their previous 
occupations between January and June, 1943, and of these, 
only 1,500 were unemployed for a month or more. Labour 
released from the production of Army supplies was rapidl\ 
absorbed in aircraft or naval work, and the cuts were made 
in the most heavily congested areas—thus about two-thirds 
of the cuts were made in the North-West, Midlands and 
London regions. The next stage, when the full effects o! 
the change-over are felt, and the production programme 
gathers momentum, will be correspondingly more difficult 
to negotiate. The acceleration of the change-over from 
job to job, and from industry to industry, is bound to 
result in both local pockets of short-term unemployment, 
and, briefly, a slowing down of activity and idle hours in 
particular factories. The area of choice for recruits to the 
expanding industries will be limited because the numbers 
involved will be large, and there will be no margin. It will 
not be easy to secure a balance between cuts and expansion. 
But these are problems to be solved—and to be explained 
and publicly understood. 


The Human Element 


It is the Minister of Labour’s task to secure a sufficient 
supply of labour; it is the Minister of Production’s to 
allocate it in such a way as to conform to the strategic 
requirements of 1943-44. Both Ministers are concerned to 
minimise the considerable human problems involved 1 
the execution of this policy. The actual transference irom 
one type of production to another must result in incon- 
venience to both workers and managements, and often in 
financial losses. Wherever possible, the aim is to take the 
work to the workers, rather than to move the workers to 
the work. The Minister of Production is seeking to arrange 
for contractions. in Ministry of Supply factories in areas 
where the labour released can be absorbed in aircraft pro- 
duction ; for the allocation of Ministry of Aircraft Pro- 
duction work to Supply factories whose contraction 1S 
planned ; and, where transfers are necessary, on a 2/oUuP 
rather than an individual basis. But there are practical 
limitations to this policy, and many of the Supply factories 
cannot be adapted for aircraft production. In some factories, 
Particularly in aircraft work, the programme changes and 
modifications may involve periods of idle time, which have 
puzzled and distressed the workers. There is also a tendency 
for the growth of complacency and slackening of «ffor', 
in part due to the closing down of production s¢clors 
hitherto regarded as vital, and in part a reflection of ‘h¢ 
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AN ESSENTIAL 
OF WARTIME DIET 


Stored in this tiny capsule are two vitamins 
without which it is impossible to maintain 
health. They are ‘protective’ vitamin A and 
‘sunshine’ vitamin D and, unfortunately, 
they are not always readily obtainable in 
a wartime diet. 

A daily dose of Crookes’ Halibut Oil — one 
of the richest natural sources of these vita- 
mins —will build up your resistance and 
stamina and prove of inestimable value 


during this fifth winter of war. 


CROOKES’ 
HALIBUT OIL 


Obtainable only from chemists 
CAPSULES — PER BOTTLE OF 100 — 8/6 
LIQUID—PER PHIAL—ENOUGH FOR 16 DAYS 2/- 
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SH MANAGEMENT 
MUST SAVE MORE FUEL 
THIS YEAR! 


The technical knowledge 
of the nation has been mobilized. Over 650 
fuel experts are assisting the Regional Fuel 
Efficiency Committees. Trade associations have 
Organized themselves to solve by co-operation 
the special fuel problems of their industries. The 
Ministry’s bulletins are providing the best 
technical advice. Classes and demonstrations for 
managers, engineers, and operatives have been 
arranged throughout the country. 


HERE ARE EXAMPLES OF THE 
VALUE OF THIS ADVICE 


** The recommendations of the Ministry’s 
engineers have saved my company 
£17,000 this year,” reports one managing 
director. 


a 
A : 


** Attendance at the Ministry’s lectures has 
reduced our fuel bills by 
one-third,” says another. L, 





Management must take the lead or this effort 


will be wasted. Will you— 


% see that the Ministry’s engineers’ recommendations are 
carried out, 

% meet your fuel watchers regularly and support their suggestions. 

% see that your fuel watchers know how and where to look for 
waste. 


xc arrange for members of your staff to take the Ministry's 
instructional courses — go yourself if you can. 

¢ keep in touch with your Trade Association’s Fuel Efficiency 
Committee. 

% see whether thermostatic control will reduce your heating 
load. 





The Ministry’s Regional Offices are at: GLASGOW * NEW- 
CASTLE * MANCHESTER * LEEDS * BIRMINGHAM * NOTT INGHAM 


CAMBRIDGE * CARDIFF * BRISTOL * READING ° LONDON 


emma ISSUED BY THE MINISTRY OF FUEL AND POWER _emeeneemms 
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general confidence in victory. It is doubly important to 


explain directly to workpeople the necessity for changes 
which affect them so much as individuals. 


e — . ee 


Recognition at Last 

The manner in which the three Great Powers en 
nised the French National Committee was a reflection o 
their reactions towards General de Gaulle. In Britain and 
the United States reservations are still made about = 
scope of his political ambitions, and there is an under- 
current of anxiety lest recognition should strengthen un- 
duly his personal position in post-war France. Thus both 
the British and the Americans limit their recognition of 
the Committee’s authority to French territory overseas. The 
National Committee will not be regarded as the sole custo- 
dian of the interests of metropolitan France—indeed, the 
Committee’s general claim to be custodian of all French 
interests is not conceded by either Government. Again, in 
the preamble to their statements of recognition, the two 
Governments stress the need for the French Committee to 
act as a collective body, and underline their desire that 
nothing should interfere with the French people’s free 
choice of their government after the war. The Russian 
recognition which followed immediately after the announce- 
ment of the limited British and American recognition goes 
much further: 

The Government of the Union of Soviet Socialist 
Republics, having acquainted itself with the Declaration of 
the French Committee of National Liberation, has decided 
to recognise the French Committee of National Liberation as 
representing the state interests of the French Republic, and 
as leading all French patriots fighting Hitlerite tyranny, and 
to exchange with it plenipotentiary representatives. 

During the course of the last year, General de Gaulle has 
been building up much closer relations with the USSR, 
and his known determination to direct post-war French 
policy towards friendship and understanding with Russia 
has probably decided the Soviet Government to accord a 
recognition of the National Committee which virtually 
gives it the status of a Provisional Government. In the 
present rather uncertain state of diplomatic relations be- 
tween the three Great Powers, it is a matter of regret that 
their recognitions should not have been better co-ordinated. 
The Russians proved their willingness to collaborate, and 
their loyalty to the terms of the Anglo-Russian Treaty by 
delaying their recognition until months after they were 
ready to accord it. It is permissible to ask whether the final 
failure in co-ordination must not be laid at the doors of 
the British and the Americans. This is the kind of diver- 
gence which, however unimportant it may seem in origin, 
can expand into a real conflict of policy. The best argument 
for some close and even permanent organ of Anglo- 
American and Russian consultation is that regular contact 
would enable the statesmen to discuss every difficult pro- 
blem at an early stage in its development, and not leave it 
until time, prejudice, propaganda and the growth of vested 
interests have made it virtually insoluble. 


* * + 


French Reactions 


It is not very likely that the verbal form given to 
recognition by the British and American Governments 
will have very much influence one way or another in 
deciding the future political framework of France. Insofar 
as their recognition heightens the status of the Committee 
it can help to mitigate any danger there may be of per- 
sonalist politics after the war. But no amount of reservation 
can counter the fact that the French National Committee 
presided over by General de Gaulle, is the body to which 
nine-tenths of the French people will look in the hour of 
liberation, and which will, therefore, have a very large 
measure of political power in the immediate post-wal 
period. The question of how that power will be used 
depends upon internal rather than external factors—for 
example, on the influence and solidarity of the civilian 
members of the Committee and, even more. upon the 
‘emper of the French people themselves, What little 
evidence there 1S Suggests that the approach of liberation 
‘s bringing with it a slight shift of emphasis in the under- 
“round political life of France. The shift is away from a 
$ ngle-minded concentration on resistance—the state of 
mind of which General de Gaulle was the supreme symbol 
-—and towards a mew awareness of the future and of the 
oat which political organisation will play in it. Signifi 
-mtly enough, the Socialist Action ittee has now 
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returned to its former name of French Socialist Party, ang 
in its manifesto, although it states the necessity of <¢ 
up a Provisional Government presided over by General de 
Gaulle, it demands that this Government shall be one of 
national concentration, including men of the Pre-1940 
political life of France, as well as men who have proved 
themselves in the resistance movement—significantly 
enough these men are referred to in the document 3s 
“ Republican guarantors”; and it also demands that there 
shall be a Provisional Assembly of Control, including repre- 
sentatives of the resistance organisations, party delegates 
deputies who did not take part in the betrayal of the 
Republic of July 10, 1940, and delegates from all the already 
liberated departments. Even more significant, perhaps, js 
the manifesto signed by the group of twenty-seven Com- 
munist deputies in Algiers. The second point declares tha: 
the National Committee must break definitely with Vichy 
politics by “ accustoming the people to follow neither 3 
single man, nor a group of men, but a programme which 
everyone cam and must discuss, insofar as time and condi- 
tions permit.” Possibly these are only straws in the wind, 
but at least they suggest that the wind is not, as some 
observers suppose, blowing steadily in the direction of 
personalist rule and the single-party state. 


setting 


x * * 


Indian Food 


The inevitable political implications of the present food 
shortages in India were discussed in a Note in The Econo- 
mist last week. Considerable political capital is being made 
out of the very distressing situation that exists in a number 
of districts. Congress newspapers place the entire responsi- 
bility on the shoulders of the Central Government ; reports 
of hoarding, racketeering and obstruction or maladminis- 
tration by provincial and local authorities are dismissed by 
them as mere excuses. It is important, for the future of 
common sense and good will in the discussion of Indian 
politics, in every Allied country, that these accusations 
should be set in a right perspective. In the first place, the 
shortages are local, worst in Calcutta and parts of Bengal, 
though serious also in Bombay, Travancore and Cochin. 
The peoples of India eat mainly rice and wheat, and there 
is no shortage of wheat, except that due to the maldistribu- 
tion of stocks and, of course, to the deficiency of rice. The 
case of rice is different. In normal years, India imports 
2,000,000 tons of rice from Burma and Siam, both now 
closed to trade; twice successively India’s own rice har- 
vest has been poor ; cyclones and floods have spoiled crop 
and prevented their carriage; moreover, India has the 
problem, common to all belligerent countries, of dovetail- 
ing civilian requirements with a rising demand for both 
food supplies and transport facilities. This is the basic 
situation, for which in general no particular authority oF 
persons can be blamed. 


x» 


But the situation has been made worse, and more difficult 
to solve, by a combination of factors. There has been some 
withholding of stocks by farmers and speculators, with the 
object, or at any rate the consequence, of driving up prices 
still further and lessening the supplies available. There has 
also been a definite inflationary trend, tending to drive up 
prices generally, due to the familiar phenomenon 0! 
dwindling supplies of consumers’ goods combined with 
rising purchasing power ; indeed, one of the reasons why 
farmers have been disinclined to market their crops has 
been the difficulty of converting the proceeds into the con- 
sumers’ goods that they want. Hoarding has not been con- 
fined to producers, middlemen and speculators. In 4 
different form, it has appeared provincially, in the reluctance 
of some provinces to release surpluses to meet the require- 
ments of other regions. This does not mean, of course, 
that no responsibility at all attaches to the Central Govern 
ment for the continuing crisis. Its job has been to mak: 
the best of a bad job, and, for a variety of reasons, it has 
not yet succeeded in doing this. Broadly, the proper policy 
of physical control over supplies and distribution has bee? 
stated ; the pooling of supplies of all food grains through- 
out India ; the unimpeded dispatch of supplies to deficiency 
areas ; the control of prices; the prevention of malprac- 
tices ; and, possibly most difficult of all, the introduction 
of rationing in areas with adequate supplies. Unfortu- 


nately, it has not yet proved possible to enforce this policy 
satisfactorily. The provinces, for instance, on whom li¢s 
the main responsibility for enforcing food laws, have n°! 
vet, in many cases, been fully persuaded of the need fo 
drastic action ; and, it seems, they cannot be coerced. Th? 
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Measures have been taken, with appreciable effect, to check 
‘nflation, and at any rate to prevent prices from rising 
above the present levels—which, however, in the case of 
“ice, make consumption by the poorest almost out of the 
yestion. Much more is needed. The Central Govern- 
ment’s correct reply to the Congress charges is to call for 
‘he support of Congressmen and all other patriotic Indians 
n adetermined campaign to distribute India’s food accord- 
‘ng to India’s needs. 


* * * 


The Catholics and the White Paper 


Last week, the Roman Catholic Hierarchy of England 
and Wales spoke out loud and bold on the White Paper on 
Educational Reconstruction. They 

regret to find that according to its provisions we shall still be 

penalised for our conscientious convictions . . . we see in the 

White Paper a threat to the existence of our schools. . . 
Unfortunately, the declaration, though full of generalities 
and statemeats of principle, was obscure about the par- 
ticular provisions of the White Paper to which objection is 
taken. To the layman, the provisions seem fair and reason- 
able. In the “ Local Agreement Schools,” that is, schools 
which come within the provision of the 1936 Act enabling, 
for a limited period, a local education authority to make a 
grant of 75 to $0 per cent for building, religious instruction 
will be under the control of the managers—the Roman 
Catholics welcome the revival of the Act. In “Controlled 
Schools,” whose managers cannot meet half the cost of 
building and repairs, all financial obligations will pass to 
the LEA, together with the appointment of teachers ; but 
the managers will be consulted on the appointment of a 
head teacher, and the foundation managers will have the 
right “to be satisfied” on the appointment of reserved 
teachers who will give denominational instruction for not 
more than two periods a week to children whose parents 
desire it—the Roman Catholics agree 

that a way could be found whereby we could with security 
surrender the right to the appointment of teachers. 
In “ Aided Schools,” where the managers can meet half 
the cost of improvements and repairs, the remainder will 
be met by a direct Exchequer grant, and the power of the 
managers regarding the appointment of teachers and the 
giving of denominational religious instruction will remain 
substantially unaltered—the Roman Catholics 


are not indissolubly wedded to all our managerial rights. 


¥% 


It is difficult to see how a better compromise between 
Church and State on this most controversial question of 
religious instruction could have been devised, especially 
ined hee not one Church, but at least three that have to be 
resources 1 bys Catholics are apparently afraid that their 
leetomnen on not allow them to provide half the cost of 
become «00 » - that their schools will consequently 
they will i = 3 they are also probably afraid that 
schools, and it is e€ to compete in the provision of new 


et Hagen aconscience to send [their children] to any but 
awd “ for the introduction of the Scottish system to 
“a _ but, as the White Paper points out, conditions 
coe are quite different in the two countries, In 
whereas ta Ene is no ban on denominational instruction, 
provided ey the ban on such instruction in publicly 
It is also = — is as old as compulsory education itself. 

{0 well established that help from public funds must 
much aor _— by increasing public control, however 
individual control is tempered by the wish to preserve 
would be initiative and independence. Many Catholics 
are given among the first to argue that if the public schools 
uhjece tn 5 ae from public funds they will have to be 
‘ame pri 4 corresponding measure of public control. The 

Principle holds good for their own schools. 


From Anomaly to Anomaly 


Act a s Week, the Pensions and Determination of Needs 
were a into operation. The provisions of this Act 
(page 618) in a Note in The Economist on May 15th 
come into Now that the regulations made under it have 
f0ing nto force, it seems that its patchwork character -S 
“wn to be worse than was then feared. It is an improve- 
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velvet glove has been more in evidence than the iron hand. 


ment that a widow under 60 with dependent children, who 
1s covered by the contributory pensions scheme will be 
eligible to apply for supplementary pensions even after her 
children die or cease to be dependent ; it is very hard on 
the woman whose husband dies just after her child leaves 
school, because she will still have to rely on public assist- 
ance to supplement her widow’s pension or on her child’s 
earnings, and will not be able to apply for a supplementary 
pension until she is 60. Most curious of all, however, is 
the provision applying the principle of the Determination 
of Needs Act—substituting an individual needs test for a 
household means test—to the grant of outdoor relief under 
the poor law and to the provision of financial assistance to 
the blind, in cases where the applicant for relief is a mem- 
ber of a household. This has led to the absurd situation 
that a son living with an aged father who is applying for 
relief will only be treated as contributing to his support if 
he earns £6 a week or more. But an order for maintenance 
under the poor law can still be made against a son not 
living with his father—and to the full extent of his means. 
Surely, it is time that the Government learned that, with 
such an anomalous system as the British social services, 
anomalies can only be removed in one place at the cost of 
creating others elsewhere. It was to avoid just such situa- 
tions that Sir William Beveridge reported. 


¥ . ¥ 


The Dilemma’s Horns 


__ The riddle of the future organisation of retail distribu- 
tion and its manufacturing suppliers has seldom been better 
stated than it was by Mr Paul Cadbury in a speech to the 
Confectionery Trade Council a week ago. Nor, probably, 
would Mr Cadbury claim that he was able to resolve it. 
On the one hand, Mr Cadbury avowed himself implacably 
opposed to the kind of control by sectional associations of 
traders and manufacturers which takes the form of main- 
taining high prices and high margins and restricting the 
entry of new competitors. On the other hand, he did frankly 
say that distribution is the country’s “least efficient in- 
dustry ”; and that the line of progress, technically, should 
be the lowering of distribution costs by better organisation 
and the elimination of redundant units—precisely the case 
which is made, disingenuously, by the trade associations 
when they claim powers of self-government and coercive 
control. Moreover, both in wartime and in the immediately 
post-war period, special conditions of shortage, of both 
raw materials and labour, make necessary a degree of 
regulation and control which is now familiar in the form of 
concentration, zoning, rationing and the limitation of the 
number of shops—all policies which, again, are seized upon 
by sectional interests as the exemplars of “ planning ” in 
the very different conditions of peacetime plenty. Mr 
Cadbury was firm in his opposition to the use of wrongful 
means to achieve, or to give the appearance of achieving, 
the desired end of cheaper and more efficient distribution. 
The proposal that, in the trade with which he is particu- 
larly concerned, retail outlets should be licensed by a com- 
mittee of two manufacturers, two retailers and one repre- 
sentative of the public, he condemned. Nor did he agree 
with the demand that all manufacturers should, by com- 
pulsion, be made to join their trade association. Neverthe- 
less, as he said, the problem of efficiency or rationalisation 
remains. The sectional method of reorganisation by which 
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the status quo is protected by the prohibition of new - 
petition and the maintenance of prices and margins as e 
as possible is unacceptable: “ It is the new entrants t ‘ 
keep the trade alive.” Mr Cadbury felt tentatively towards 
the alternative of state regulation in the interests of the 
community—that is, of full employment and rising stan- 
dards of living—and not those of a section. He suggested 
that the need for fewer and more efficient shops might be 
met by the provisions of town planning—by the creation 
of neighbourhood units in each planned area and the alloca- 
tion to each of a limited number of shopping sites. On 
price control, he was not quite clear. He spoke equally 
against “price cutting” and artificially high margins. He 
admitted that, in his beliet, there will have to be some 
degree of price maintenance ; but he hastened to add that 
the aim should be “as low margins as possible with high 
turnover instead of low turnover with high margins.” 
Plainly, there is room for much more discussion of these 
crucial points, and the emphasis laid by Mr Cadbury—in 
the teeth of his trade, which took it very well—upon the 
national rather than the sectional viewpoint is a worthy 
contribution. 


* * * 


The Small Trader 


The Liberal Independent Trader Enquiry Committee 
lately issued a report, published in pamphlet form, called 
“Fair Play for the Small Man.” The fundamental points 
of its recommendations deserve approval. It is, for instance, 
right to treat the small independent trader as an important 
part of the distributive system, instead of as an unfortunate 
relic—the representative of “far too many shops.” It 1s 
also a right principle that, subject to the requirements of 
town planning, there should in general be complete freedom 
of eniry to retail trade, and that the manufacturers’ practice 
of making it a condition of sale to a retailer that the latter 
should not buy from a competing manufacturer, together 
with similar monopolistic restrictions, should be prohibited. 
The appointment of a Retail Trade Commissioner, with the 
duty of watching the retail trade associations and reporting 
to the Board of Trade any case where they exceed their 
proper functions, also deserves consideration. It is, how- 
ever, difficult to draw the line between freeing the small 
man from obvious hardships and showing him urduc 
favouritism. In its tenderness for small retailers, the Com- 
mittee tends to overlook the fact that as a body they are far 
from being a freedom-loving community. They are very 
enthusiastic about their own freedom, about their independ- 
ence of cartels and trust and trade association restrictions. 
But they are equally enthusiastic when it comes to opposing 
the freedom to trade, and they all stand for restricting the 
access to trade by qualification tests, licensing and registra- 
tion. An example of their reactionary views can be found 
in their demand that Co-operative dividends’ should be 
prohibited, and it is surprising that the Liberal Committee 
should support this view by recommending that a dividend 
exceeding a “reasonable discount” should be subject to 
taxation. This is a most dubious recommendation. The 
Co-operative dividend is a device for distributing savings 
within certain periods, and it would surely be wrong to 
subject economies secured by Co-operative organisation 
to taxation. It is also doubtful whether an association of 
independent traders, as envisaged, would serve any useful 
purpose. It could hardly work in close contact with the 
regular trade associations if its members decide to uphold 
the right to trade in its full sense ; if they do not, it would 
merely make the monopolistic organisation of retail trade 
more complete. The Liberals should beware lest their 
enthusiasm for the small man as such should lead them into 
the very dangers they are trying to combat. 


*x 2 x 
Food Economy 


Lord Woolton has explained that he does not intend 
to imcrease the present food rations, which are adequate 
for good health and nutritioa. Stocks are needed for emer- 
gency and for fresh military campaigns. The Minister’s 
slogan “Food for Attack” recognises that, as in the case 
of the expeditions to North Africa and Sicily, new opera- 
tions must trench upon his province-—directly by their 
call for extra foodstuffs, and indirectly by their demands 
upon shipping. Lord Woolton is the most successful of 
wartime Ministers in the eyes of the majority of ordinary 
men and women—if not in the view of those sections of 
the food trades where control and regulation have inter- 
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fered with peacetime ways most harshly. Mistakes hay. 
of course, been made. The problem of distributing vege. 
tables has apparently proved hardly soluble. Where food 
strategy has impinged most closely upon agricultural Policy 
the higher wisdom has not invariably prevailed ; . 


° “ the War- 
time maxim that foods for direct human consumption 
those of the highest nutritional value and those mos; sayins 


of ships should have an overriding priority in home pro. 
duction has sometimes been resisted, not always wholly 
vain. But this year’s harvest is a tribute to the triumph, on 
balance, of the right ideas—as well as to the technical eff. 
ciency and hard work of British farmers and farm workers 
reinforced by volunteers from schools and towns. The chje! 
reason,undoubtedly, for the success of the Minister of Food 
was the decision to introduce rationing and price control 
early in the war. The fatal tendency to regard rationing as 
sign of weakness instead of, as it should be regarded, as an 
essential instrument of wartime policy and a guarantee of 
strength in battle, was resisted—after some indecision, 
which lingered on for a considerable time as each new need 
to tighten and extend food rationing came up. The British 
people know that they have been rationed, not because 
food has been scarce, but to prevent it from becoming 
scarce, and in order to preserve resources of ships and 
manpower for other war purposes. It is the more easy now 
for them to understand that, although present stocks and 
arrivals of food would permit appreciably higher rations, 
it would be contrary to policy to allow any increase. More- 
over, the German under-water fleet is still in being. So 
long as this is so, Britain’s foodstuffs, which are drawn 
across the seas from the entire world—meat, butter and 
cheese from Australia and New Zealand; meat, milk and 
eggs from the United States ; wheat and bacon from Canada 
—should not, in the slightest, be squandered. 


in 


* * * 


Science in Industry 


Britain, as a nation, is not science-minded. It spends 
only one-tenth of one per cent of its national income on 
science, compared with one-third of one per cent in the 
United States, and one per cent in the Soviet Union. Com- 
parisons of this kind, in terms of money and not of results, 
and in terms of national incomes which, because of statisti- 
cal and social differences, are hardly comparable, do not 
prove much. But it is plain that, unless this country takes 
every step possible to mobilise and utilise scientific research 
for post-war development, it may not be able to hold its 
own in world markets. This is the view of many scientists 
and industrialists, and it is the tenor of a pamphlet, entitled 
“Are You Research-minded? ” which Sir Harold Hartley, 
Fellow of the Royal Society and vice-president of the LMS 
Railway, has addressed to his fellow-industrialists. The 
pamphlet is timely, especially as it coincides with the bi- 
centenary of the great Lavoisier, the founder of modern 
chemistry, who was conscious with a foresight beyond his 
age of the possibilities of applying the discoveries of science 
to the processes of industry. For some time past, there 
have been criticisms that the nation’s scientific resources 
have not been harnessed to the war effort as speedily or as 
effectively as they might have been. The Association ot 
Scientific Workers has produced a weight of evidence on 
the misuse of scientific manpower, and Professor A. V. 
Hill and others have consistently pressed for the setting up 
of a Scientific General Staff to direct and co-ordinate re- 
search work. Considerable improvements have been fe- 
corded in the past year, and the intention of Sir John 
Anderson’s recent visit to the United States was to ensure 
the maximum co-operation between British and Americal 
scientists. There is obviously room, however, for further 
improvement, not only to meet immediate needs, but, above 
all, in planning for the future. Sir Harold Hartley makes 
several suggestions: closer contact between scientists 
industry and those in the universities, who tend to operate 
in an academic vacuum; more industrial research associa- 
tions—out of 24 associations, only four spend more than 
£50,000 a year, which is 0.06 per cent of the turnover of the 
industries concerned ; more integration between research 
and development. He might have added that scientific 
workers in industry are underpaid, though the fruits of their 
labour may gain or save their firms many thousands 0 
pounds ; and that there is still an undue reluctance, from 
the national viewpoint, to pool information about new de- 
velopments. Moreover, the higher civil service, trained 
largely in the classical school, often fails to appreciate the 
importance of scientific methods. An exception is the 
Ministry of Food, which provides an example of a Gover 
ment department that not only encourages science, bv! 
applies it, to the advantage of the whole nation. 
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sugar and Clothing 


The Government’s decision to raise the retail price of 
ugar by one penny a Ib., that is, to fourpence per 1b., on 
r ztember 16th, provides an interesting example of the 
methods used to stabilise the official cost of living index. 
Broadly, the object is to stabilise the statistical index as a 
whole, rather than, directly, the actual cost of living, but 
10 allow some flexibility of movement to the components 
of the index. If the cost of any one of the components rises, 
the Government can prevent this rise from being passed on 
io the consumer by means of a subsidy, or it can reduce 
the price of another component, also by a subsidy. The 
cost to the Exchequer of these alternatives may differ 
very considerably ; it depends largely on the weight allo- 
cated to individual goods in the index, and on the relative 
expenditure of consumers on different articles. Thus, the 
rise in the retail price of sugar to domestic consumers in- 
volves a reduction in the sugar subsidy from 23d. per Ib. 
to uid. per Ib. This saving in the sugar subsidy has been 
made possible, without any consequential rise in the cost of 
living index, by the downward trend in the average Price 
of clothing, which, in turn, is due largely to the remission 
of purchase tax on utility goods. It is not stated whether 
the Treasury will benefit from the transaction, that is to 
say, whether its saving on the sugar subsidy will exceed 
the loss of purchase tax. The effect on the individual con- 
sumer. will depend on his relative expenditure on sugar 
and clothing. If he takes no sugar, to cite the extreme 
example, he will gain most, but only if he purchases utility 
clothing; if he consumes his sugar ration and buys no 
clothing—if that were possible—or only non-utility goods, 
he will lose most 


* * * 


Second Thoughts in Spain 


The logic of events has not been lost on the Spanish 
Government. In particular, the discrediting of Fascism by 
the fall of Mussolini has had a very unsettling effect upon 
the Falangist machine, and the realisation that pro-Axis 
non-belligerency is no longer a winning ticket has led to a 
number of significant modifications in Spanish policy 
towards the belligerent Powers. For example, the messages 
cat by all Axis correspondents must now be censored. 
Allied war films are being shown for the first time, and the 
press is now permitted to publish the wave-lengths of 
British and American broadcasts. Even more surprising 1s 
the change of tone in the press. In a recent issue of Ya, 
Britain, after four or five years of solid slanging, came in 
for a glowing tribute. 

In the middle of political and social disintegration, the 
atmosphere, the unity, the harmony and the solidity of the 
British Empire are one of the few comforting sights. Guided 
by its old and traditional institutions, dominated only by the 
idea of individual liberty and by respect for man, the British 
Empire is an example, a hope and a guarantee that neither 
disorder, nor barbarism, nor tyranny shall enslave the world. 

rhis quotation is an interesting commentary on the hopes 
and fears of the Spanish Government for the post-war 
world. Both the press and all official utterances are as 
insistent as ever on the menace of Communism, but they 
are attempting to dissociate Britain and America from 
Russia and to suggest that the western democracies will 
preserve “order and civilisation,” which is the Falangists 
cuphemistic description of their own regime. The inter- 
pretation which the Spanish Government puts upon British 
intentions is not a matter of very great interest for the 
time being. What is of interest is Spain’s virtual recognition 
of Germany’s defeat and its attempt to reorientate its 
position accordingly. The western democracies are thus in 
a strong position for securing whatever conditions and 
guarantees they require to ensure Spain’s strict neutrality. 
Sir Samuel Hoare has seen General Franco, and has made 
it quite clear to. him that the Allies cannot tolerate the ant- 
Allied propaganda current in the Falange, the assistance 
given to the Axis through spying and sabotage and, in 
Particular, the leakage of information about Allied shipping 
and naval arrangements generally. Nor can the Allies accept 
the present position in Tangier, or the activities of Spanish 
officials and German agents in Spanish Morocco. The 
€xecution this week in Gibraltar of a Spaniard charged 
with sabotage is a practical reminder that Britain's long 
Sufferance has come to an end. It is to be hoped that 
General Franco drew the right conclusions from his inter- 
view with Sir Samuel Hoare and that the Allies will have 
no further cause to comptlain during the course of the _ 
As for the future—that is the concern not of the Britis 
but of the Spanish people. 
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Miners’ Welfare 


_ The Minister of Fuel claims that more has been done 
in the past year to improve the conditions and welfare of 
the miners than in the whole of the preceding fifty years. 
Many of the reforms were long overdue, but the credit side 
of the balance-sheet stands high. The setting up of pit- 
head canteens, the development of rehabilitation centres, 
the preventive measures against dust disease and the 
scheduling of pneumoconiosis under the Workmen’s Com- 
pensation Acts—these are but a few of the positive measures 
introduced during the last few years. The mining com- 
munity wishes to make sure that these are permanent, and 
not merely temporary improvements to be whittled down 
if the coal industry should again become depressed. An 
earnest of the Government’s intentions has been given by 
Major Lloyd George, who assured the Miners’ Executive 
last week that he intends to complete the provision of pit- 
head baths as rapidly as possible after the war. In April, 
1939, the Welfare Fund Act increased the output levy from 
sd. per ton to 1d. per ton, for a period of five years, for 
the express purpose of providing more pithead baths. But 
the building programme was suspended when war broke 
out, and, as it is, only about 60 per cent of the miners are 
covered. This year, the 1d. per ton levy will expire, unless 
Parliament extends the period, and the Miners’ Federation 
is pressing, rightly, for its maintenance. Among the many 
claims on building labour and material which will be put 
forward at the end of the war, the construction of pithead 
baths should have a high priority. The Government is mak- 
ing strenuous efforts to increase the mining labour force, 
and hopes to recruit 30,000 men by March, 1944, and an- 
other 50,000 between March, 1944, and March, 1945. 
Miners’ welfare, in the broadest sense, is one of the most 
important aspects of the mining manpower problem. If 
men are to be attracted—or directed—into the pits and are 
to choose mining as their peacetime profession, it is essential 
that their conditions should be raised at least to the level 
of those in other industries, which start out with the 
advantage that they are safe, clean and healthy, by com- 
parison with underground coal mining. 
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‘“The Stock Exchange Official Year-Book, 1943.”’ 
Thomas Skinner and Co. (Publishers), Limited, 
330, Gresham House, E.C.2. 3,144 pages and cxxxii. 
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“The Stock Exchange Official Year-Book” is once more 
available, despite all the difficulties of wartime production. Not- 
withstanding the difficulties of censorship, paper control and the 
growing shortage of labour, it is as comprehensive as ever, and 
there is little or no indication that the information contained 
is any less up to date than in recent years. In fact, there are 
two modest additions of considerable convenience to those con- 
cerned with stock markets, namely, a list of “marking names 
recognised by the market and of the officers of the Joint Advisory 
Committee of Stock Exchanges, set up last year. 
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the status quo is protected by the prohibition of new com- 
petition and the maintenance of prices and margins as high 
as possible is unacceptable: “It is the new entrants that 
keep the trade alive.’ Mr Cadbury felt tentatively towards 
the alternative of state regulation in the interests of the 
community—that is, of full employment and rising stan- 
dards of living—and not those of a section. He suggested 
that the need for fewer and more efficient shops might be 
met by the provisions of town planning—by the creation 
of neighbourhood units in each planned area and the alloca- 
tion to each of a limited number of shopping sites. On 
price control, he was not quite clear. He spoke equally 
against “price cutting” and artificially high margins. He 
admitted that, in his beliet, there will have to be some 
degree of price maintenance ; but he hastened to add that 
the aim should be “as low margins as possible with high 
turnover instead of low turnover with high margins.” 
Plainly, there is room for much more discussion of these 
crucial points, and the emphasis laid by Mr Cadbury—in 
the teeth of his trade, which took it very well—upon the 
national rather than the sectional viewpoint is a worthy 
contribution. 


* * * 


The Small Trader 


The Liberal Independent Trader Enquiry Committee 
lately issued a report, published in pamphlet form, called 
“Fair Play for the Small Man.” The fundamental points 
of its recommendations deserve approval. It is, for instance, 
right to treat the small independent trader as an important 
part of the distributive system, instead of as an unfortunate 
relic—the representative of “far too many shops.” It is 
also a right principle that, subject to the requirements of 
town planning, there should in general be complete freedom 
of entry to retail trade, and that the manufacturers’ practice 
of making it a condition of sale to a retailer that the latter 
should not buy from a competing manufacturer, together 
with similar monopolistic restrictions, should be prohibited. 
The appointment of a Retail Trade Commissioner, with the 
duty of watching the retail trade associations and reporting 
to the Board of Trade any case where they exceed their 
proper functions, also deserves consideration. It is, how- 
ever, difficult to draw the line between freeing the small 
man from obvious hardships and showing him undue 
favouritism. In its tenderness for small retailers, the Com- 
mittee tends to overlook the fact that as a body they are far 
from being a freedom-loving community. They are very 
enthusiastic about their own freedom, about their independ- 
ence of cartels and trust and trade association restrictions. 
But they are equally enthusiastic when it comes to opposing 
the freedom to trade, and they all ‘stand for restricting the 
access to trade by qualification tests, licensing and registra- 
tion. An example of their reactionary views can be found 
in their demand that Co-operative dividends should be 
prohibited, and it is surprising that the Liberal Committee 
should support this view by recommending that a dividend 
exceeding a “reasonable discount” should be subject to 
taxation. This is a most dubious recommendation, The 
Co-operative dividend is a device for distributing savings 
within certain periods, and it would surely be wrong to 
subject economies secured by Co-operative organisation 
to taxation. It is also doubtful whether an association of 
independent traders, as envisaged, would serve any useful 
purpose. It could hardly work in close contact with the 
regular trade associations if its members decide to uphold 
the right to trade in its full sense ; if they do not, it would 
merely make the monopolistic organisation of retail trade 
more complete. The Liberals should beware lest their 
enthusiasm for the small man as such should lead them into 
the very dangers they are trying to combat. 


* * * 
Food Economy 


Lord Woolton has explained that he does not intend 
to increase the present food rations, which are adequate 
for good health and nutrition. Stocks are needed for emer- 
gency and for fresh military campaigns. The Minister’s 
slogan “Food for Attack” recognises that, as in the case 
of the expeditions to North Africa and Sicily, new opera- 
tions must trench upon his province—directly by their 
call for extra foodstuffs, and indirectly by their demands 
upon shipping. Lord Woolton is the most successful of 
wartime Ministers in the eyes of the majority of ordinary 
men and women—if not in the view of those sections of 
the food trades where control and regulation have inter- 
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fered with peacetime ways most harshly. Mistakes have, 


of course, been made. The problem of distributing vege- - 


tables has apparently proved hardly soluble. Where food 
strategy has impinged most closely upon agricultural policy 
the higher wisdom has not invariably prevailed ; the war- 
time maxim that foods for direct human consumption, 
those of the highest nutritional value and those most saving 
of ships should have an overriding priority in home pro- 
duction has sometimes been resisted, not always wholly in 
vain, But this year’s harvest is a tribute to the triumph, on 
balance, of the right ideas—as well as to the technical effi- 
ciency and hard work of British farmers and farm workers, 
reinforced by volunteers from schools and towns. The chief 
reason,undoubtedly, for the success of the Minister of Food 
was the decision to introduce rationing and price control 
early in the war. The fatal tendency to regard rationing as a 
sign of weakness instead of, as it should be regarded, as an 
essential instrument of wartime policy and a guarantee of 
strength in battle, was resisted—after some indecision, 
which lingered on for a considerable time as each new need 
to tighten and extend food rationing: came up. The British 
people know that they have been rationed, not because 
food has been scarce, but to prevent it from becoming 
scarce, and in order to preserve resources of ships and 
manpower for other war purposes. It is the more easy now 
for them to understand that, although present stocks and 
arrivals of food would permit appreciably higher rations, 
it would be contrary to policy to allow any increase. More- 
over, the German under-water fleet is still in being. So 
long as this is so, Britain’s foodstuffs, which are drawn 
across the seas from the entire world—meat, butter and 
cheese from Australia and New Zealand ; meat, milk and 


eggs from the United States ; wheat and bacon from Canada 


—should not, in the slightest, be squandered. 


x x : ** 
Science in Industry 


Britain, as a nation, is not science-minded. It spends 
only one-tenth of one per cent of its national income on 
science, compared with one-third of one per cent in the 
United States, and one per cent in the Soviet Union. Com- 
parisons of this kind, in terms of money and not of results, 
and in terms of national incomes which, because of statisti- 
cal and social differences, are hardly comparable? do not 
prove much. But it is plain that, unless this country takes 
every step possible to mobilise and utilise scientific research 
for post-war development, it may not be able to hold its 
own in world markets. This is the view of many scientists 
and industrialists, and it is the tenor of a pamphlet, entitled 
“ Are You Research-minded? ” which Sir Harold Hartley, 
Fellow of the Royal Society and vice-president of the LMS 
Railway, has addressed to his fellow-industrialists. The 
pamphlet is timely, especially as it coincides with the bi- 
centenary of the great Lavoisier, the founder of modern 
chemistry, who was conscious with a foresight beyond his 
age of the possibilities of applying the discoveries of science 
to the processes of industry. For some time past, there 
have been criticisms that the nation’s scientific resources 
have not been harnessed to the war effort as speedily or as 
effectively as they might have been. The Association of 
Scientific Workers has produced a weight of evidence on 
the misuse of scientific manpower, and Professor A. V. 
Hill and others have consistently pressed for the setting up 
of a Scientific General Staff to direct and co-ordinate re- 
search work. Considerable improvements have been re- 
corded in the past year, and the intention of Sir John 
Anderson’s recent visit to the United States was to ensure 
the maximum co-operation between British and American 
scientists. There is obviously room, however, for further 
improvement, not only to meet immediate needs, but, above 
all, in planning for the future. Sir Harold Hartley makes 
several suggestions: closer contact between scientists in 
industry and those in the universities, who tend to operate 
in an academic vacuum; more industrial research associa- 
tions—out of 24 associations, only four spend more than 
£50,000 a year, which is 0.06 per cent of the turnover of the 
industries concerned ; more integration between research 
and development. He might have added that scientific 
workers in industry are underpaid, though the fruits of their 
labour may gain or save their firms many thousands of 
pounds ; and that there is still an undue reluctance, from 
the national viewpoint, to pool information about new de- 
velopments. Moreover, the higher civil service, trained 
largely in the classical school, often fails to appreciate the 
importance of scientific methods. An exception is the 
Ministry of Food, which provides an example of a Govern- 
ment department that not only encourages science, but 
applies it, to the advantage of the whole nation. 
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Sugar and Clothing 

The Government’s decision to raise the retail price of 
sugar by one penny a lb., that is, to fourpence per lb., on 
September 16th, provides an interesting example of the 
methods used to stabilise the official cost of living index. 
Broadly, the object is to stabilise the statistical index as a 
whole, rather than, directly; the actual cost of living, but 
to allow some flexibility of movement to the components 
of the index. If the cost of any one of the components rises, 
the Government can prevent this rise from being passed on 
to the consumer by means of a subsidy, or it can reduce 
the price of another component, also by a subsidy. The 
cost to the Exchequer of these alternatives may differ 
very considerably ; it depends largely on the weight allo- 
cated to individual goods in the index, and on the relative 
expenditure of consumers on different articles. Thus, the 
rise in the retail price of sugar to domestic consumers in- 
volves a reduction in the sugar subsidy from 23d. per lb. 
to 14d. per lb. This saving in the sugar subsidy has been 
made possible, without any consequential rise in the cost of 
living index, by the downward trend in the average price 
of clothing, which, in turn, is due largely to the remission 
of purchase tax on utility goods. It is not stated whether 
the Treasury will benefit from the transaction, that is to 
say, whether its saving on the sugar subsidy will exceed 
the loss of purchase tax. The effect on the individual con- 
sumer will depend on his relative expenditure on sugar 
and clothing. If he takes no sugar, to cite the extreme 
example, he will gain most, but only if he purchases utility 
clothing ; if he consumes his sugar ration and buys no 
clothing—if that were possible—or only non-utility goods, 
he will lose most. ° 


* * * 


Second Thoughts in Spain 


The logic of events has not been lost on the Spanish 
Government. In particular, the discrediting of Fascism by 
the fall of Mussolini has had a very unsettling effect upon 
the Falangist machine, and the realisation that pro-Axis 
non-belligerency is no longer a winning ticket has led to a 
number of significant modifications in Spanish policy 
towards the belligerent Powers. For example, the messages 
sent by all Axis correspondents must now be censored. 
Allied war films are being shown for the first time, and the 
press is now permitted to publish the wave-lengths of 
British and American broadcasts. Even more surprising is 
the change of tone in the press. In a recent issue of Ya, 
Britain, after four or five years of solid slanging, came in 
for a glowing tribute. 

In the middle of political and social disintegration, the 
atmosphere, the unity, the harmony and the solidity of the 
British Empire are one of the few comforting sights. Guided 
by its old and traditional institutions, dominated only by the 
idea of individual liberty and by respect for man, the British 
Empire is an example, a hope and a guarantee that neither 
disorder, nor barbarism, nor tyranny shall enslave the world. 

This quotation is an interesting commentary on the hopes 
and fears of the Spanish Government for the post-war 
world. Both the press and all official utterances are as 
insistent as ever on the menace of Communism, but they 
are attempting to dissociate Britain and America from 
Russia and to suggest that the western democracies will 
preserve “order and civilisation,” which is the Falangists’ 
euphemistic description of their own regime. The inter- 
pretation which the Spanish Government puts upon British 
intentions is not a matter of very great interest for the 
time being. What is of interest is Spain’s virtual recognition 
of Germany’s defeat and its attempt to reorientate its 
‘position accordingly. The western democracies are thus in 
a strong position for securing whatever conditions and 
guarantees they require to ensure Spain’s strict neutrality. 


Sir Samuel Hoare has seen General Franco, and has made - 


it quite clear to him that the Allies cannot tolerate the anti- 
Allied propaganda current in the Falange, the assistance 
given to the Axis through spying and sabotage and, in 
particular, the leakage of information about Allied shipping 
and naval arrangements generally. Nor can the Allies accept 
the present position in Tangier, or the activities of Spanish 
officials and German agents in Spanish Morocco. The 
execution this week in Gibraltar of a Spaniard charged 
with sabotage is a practical reminder that Britain’s long 
sufferance has come to an end. It is to be hoped that 
General Franco drew the right conclusions from his inter- 
view with Sir Samuel Hoare and that the Allies will have 
no further cause to complain during the course of the war. 
As for the future—that is the concern not of the British 
but of the Spanish people. 
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Miners’ Welfare 


The Minister of Fuel claims that more has been done 
in the past year to improve the conditions and welfare of 
the miners than in the whole of the preceding fifty years. 
Many of the reforms were long overdue, but the credit side 
of the balance-sheet stands high. The setting up of pit- 
head canteens, the development of rehabilitation centres; 
the preventive measures against dust disease and the 
scheduling of pneumocohiosis under the Workmen’s Com- 
pensation Acts—these are but a few of the positive measures 
introduced during the last few years. The mining com- 
munity wishes to make sure that these are permanent, and 
not merely temporary improvements to be whittled down 
if the coal industry should again become depressed. An 
earnest of the Government’s intentions has been given by 
Major Lloyd George, who assured the Miners’ Executive 
last week that he intends to complete the provision of pit- 
head baths as rapidly as possible after the war. In April, 
1939, the Welfare Fund Act increased the output levy from 
3d. per ton to 1d. per ton, for a period of five years, for 
the express purpose of providing more pithead baths. But 
the building programme was suspended when war broke 
out, and, as it is, only about 60 per cent of the miners are 
covered. This year, the 1d. per ton levy will expire, unless 
Parliament extends the period, and the Miners’ Federation 
is pressing, rightly, for its maintenance. Among the many 
claims on building labour and material which will be put 
forward at the end of the war, the construction of pithead 
baths should have a high priority. The Government is mak- 
ing strenuous efforts to increase the mining labour force, 
and hopes to recruit 30,000 men by March, 1944, and an- 
other 50,000 between March, 1944, and March, 1945. 
Miners’ welfare, in the broadest sense, is one of the most 
important aspects of the mining manpower problem. If 
men are to be attracted—or directed—into the pits and are 
to choose mining as their peacetime profession, it is essential 
that their conditions should be raised at least to the level 
of those in other industries, which start out with the 
advantage that they are safe, clean and healthy, by com- 
parison with underground coal mining. 


Shorter Notice 


‘*The Stock Exchange Official Year-Book, 1943.” 
Thomas Skinner and Co. (Publishers), Limited, 
330, Gresham House, E.C.2. 3,144 pages and cxxxii. 
of Appendices. 80s. net. 

“The Stock Exchange Official Year-Book” is once more 
available, despite all the difficulties of wartime production. Not- 
withstanding the difficulties of censorship, paper control and the 
growing shortage of labour, it is as comprehensive as ever, and 
there is little or no indication that the information contained 
is any less up to date than in recent years. In fact, there are 
two modest additions of considerable convenience to those con- 
cerned with stock markets, namely, a list of “ marking names ” 
recognised by the market and of the officers of the Joint Advisory 
Committee of Stock Exchanges, set up last year. 


Books Received 


France is a Democracy. By L. Lévy. (London) Gollancz. 
157 pages. 5s. met. 

The Financing of Large Corporations, 1920-39. By A. R. 
Koch. (New York) National Bureau of Economic Research. 
139 pages. $1.50. 

Social Security. The Story of British Social Progress and the 

idge Plan. By Sir Ronald Davison. (London) Harrap. 

62 pages. Is. 6d. net. 
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Business Notes 


Fall in Activity 


After the remarkable rise in July, during the second 
half of which alone the industrial share index of The 
Financial News rose by almost 53 per cent, it is not sur- 
prising that there should have been some reaction in market 
prices. Actually, the fall in the four weeks to August 31st 
was only one-sixth of the rise in the preceding period of 
that length. The falling off in activity is clearly reflected in 
a reduction in the number of bargains received, but the 
full effects of July’s developments have not yet worked 
themselves out. The rise and the reaction were, largely, 
concentrated upon market leaders. The more persistent 
type of investor is now busy searching for less-known 
shares. Some of these can still be obtained at prices which 
look attractive to him, after making full allowance for their 
reduced marketability. Thus, slight as is the August reaction 
in the index, it probably exaggerates the total movement 
in British industrial equities, as, indeed, it is intended to 
do, since this is a sensitive index. Pending the publication 
of the figures of The Actuaries’ Investment Index, a study 
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of some recent brokers’ lists of equities is useful. This 
shows'a very wide margin in the yields obtainable on what 
are considered post-war recovery shares and on shares of 
companies which are doing well out of the war. The margin 
is particularly great where the former class has been forced 
to reduce its dividends below pre-war levels. This generali- 
sation is, however, only true, in an unqualified form, if the 
choice of shares is restricted to very well known concerns. 
The return on a large number of less-known shares which 
should do very well in the immediate post-wgr period is 
often as high as that on the war industrial. This condition 
is due to three factors: the inertia which prevents 
investors from making detailed investigations ; the reduced 
marketability of the lesser-known shares; and the solid 
objection that it is often even more difficult to obtain 
information about the standing of managements of small 
concerns than of those which are more in the public eye. 
The last is an important factor, but the second need 
deter no investor who is certain of being able to wait to 
realise, including those who require only a small volume of 
such securities for “mixing ” purposes. 


* 


Yesterday the country and the market entered the fifth 
year of war. The investor as such takes little account of 
anniversaries, and he is at present inclined to rest until 
some further light is cast upon the future. If he looks back 
over the past year, or over the full four years of war, he 
may conclude that things might easily be worse. EPT and 
other disabilities notwithstanding, his holdings in British 


industrial equities have improved some 20 per cent in value 


over the past year, on the basis of the figures of The 
Actuaries’ Invéstment Index or The Financial News. On 


either basis they are double the nadir of June, 1940. As 
against end-August, 1939, the latter index shows an appre- 
ciation of over 50 per cent, and although the figure of the 
former will be less satisfactory, it will probably be about 
78 against under 58 in August, 1939. It is true that the 
fall in yield is almost as steep as the rise in price, but 
that is some evidence of faith in the future. These move- 
ments have gone hand in hand with a modest but steady 
rise in all classes of fixed interest stocks, only recently 
converted into a sagging tendency, mainly restricted to 
long-term Government stocks. 


* * x 


Four Years of War Finance 


The weekly Exchequer return and the monthly debt 
statement, both published this week and both taking up 
the story of the national finances to Saturday, August 28th, 


I, REVENUE AND EXPENDITURE 





























(£ millions) 
First SECOND THIRD FourtTH 
YEAR YEAR YEAR YEAR 
4 YEars 
Sept. 3, | Sept. 1, | Aug. 31, | Aug. 30, . 
1939 to | 1940 to | 1941 to | 1942 to OF War 
Aug. 31, | Aug. 30, | Aug. 29,.| Aug. 28, 
1940 1941 1942 1943 
, £ f £ £ sho 
Expenditure .......... 2,607,250 | 4,384,331 | 5,098,986 | 5,750,256 | 17,840,823 
Loans repaid .......... 113,684 112,389 15,818 14,759 256,650 
Misc. items (net)....... 7,226 900 | Cr. 7,604 | Cr. 13,762 | Cr. 18,240 
2,728,160 | 4,497,620 | 5,107,200 | 5,751,253 | 18,084,233 
Revenue :— 
Taxation ........... 1,105,121 | 1,575,222 | 2,165,966 | 2,664,007 | 7,501,316 
Per cent of expendi- 
[See eee (42 -4) (35 -9) (42 -5) (46 °3) (42-1) 
Canadian Government 
Contribution ...... an sas 141,332 83,387 224,719 
Other sources ....... 42,867 61,951 133,237 95,337 333,392 
1,147,988 | 1,637,173 | 2,440,535 | 2,842,731 | 8,068,427 
War Damage Fund sur- 
DRG Lee cassaees son ‘isis 19,891 3,827 8,663 32,381 
Loans raised .......... 1,580,172 | 2,840,556 | 2,662,838 | 2,899,859 | 9,983,425 
2,728,160 | 4,497,620 | 5,107,200 | 5,751,253 | 18,084,233 




















II. War Loans 
























































(£ millions) 
| First | Seconp | Tuirp | Fourtn | 4 YEARS 
| YEAR YEAR YEAR YEAR | OF War 
| 
| 
New Loans :— £ £ £ £ £ 
Floating debt : | 
Treasury bills : 
EE a tsnbicnssessed 336 -0 134-0 5-0 195-0 670-6 
DERchissesionsssssan 424-3 482-7 143-0 224-0 | 1,274 -6 
Ways & Means Advances : 
Public depts.......... 11-5 153-2 40-5 58-8 264-1 
Bank of England ..... a 1-0 | Dr.1°0 hoe 
Deposit by banks....... | 30:0 483-0 182-5 349°5 | 1,045-0 
Total floating debt...... | 801-8 1,253 -9 370-0 827-3 | 3,253-1 
24% Nat. War Bonds ..... 186 -0 750 -3 534-3 686-8 | 2,157 -4 
3% Savings Bonds........ ai 291-0 545- 501°5 | 1,337 -6 
Nat. Savings Certificates...| 124-6 185-5 213 -4 272 6 796 -0 
3% Defence Bonds........ 146-5 | 181-0 151-4 127-1 605-9 
Savings Banks’ Moneys in- 
invested in........... eee | (122-8) | (242-5) | (243-6) | (607 -9) 
3% Nat. Defence Loans . -- | 121-8 we 123 6 245 -4 
3% Funding Loan ...... | nae sew 242 °5 lias 242-5 
3% Term. Annty. ...... oo oe cae 120-0 120-0 
Tax Reserve Certificates ...!  :.. a 346-9 | 203-7 | 550-6 
— a? 137 
mtermal ........ccceeee D 
0 ee } 18 ‘8 57-0 259-2 37-3 259 -8 
3% War Loan............ 302-5 Pee maa aa 5 
er 1,580 -2 | 2,840-5 | 2,662-8 | 2,899-9 | 9,983°4 
REPAYMENTS :— 
eee 113-7 112-4 15°8 14-9 256 -& 
Net Sum Borrowed ....... 1,466-5 | 2,728-1 | 2,647-0 | 2,885-0 | 9,726°6 
III. THE NaTIONAL DEBT 
(£ millions) 
| t. 2, | Aug. 31, | Aug. 30, | Aug. 29, | Aug. 28, 
| 1939 1940’ | 1941 1942 194 
Floating debt ......... ' 1,164,000 1,968,000 3,224,000 3,598,000 4, 
Other internal debt 6,204,000 | 6,868,000 | 8,320,000 |10,356,000 12,415,000 
External debt ......... 1,032,000 | 1,032,000 | 1,060,000 | 1,298, 1,291, 
| 8,403,000 | 9,869,000 {12,603,000 |15,247,000 18,126,000 
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complete the data required for a retrospect of war finance 
in each of the four completed years of this war. The 
essential figures are summarised im the accompanying 
tables showing, for each of the four years of war and for 
the complete period of 208 weeks, the revenue and the 
expenditure, the capital repayments and the new loans 
raised. The last are given in full detail. Finally, there is 
given the approximate state of the national debt at the 
end of each of these twelve-monthly periods. The features 
brought out by these tables are the crescendo of national 
expenditure over these four years ; the improving ratio of 
tax revenue to total expenditure ; and the comparatively 
small resort to floating debt borrowing. Gross borrowing 
in these four years amounted to £9,983 million against 
which repayment of pre-war loans and sinking fund pay- 
ments totalled £257 million, leaving net borrowing of 
£9,726 million—about 54 per cent of the total expenditure 
incurred since the beginning of the war. Of that total, 
£3,253 million, or roughly one-third, has been raised by 
floating debt borrowing, while the amount subscribed by 
investors of all kinds to “dated” loans is £4,897 million. 
Of the balance, £608 million represents the special sub- 
scriptions of Post Office and Trustee Savings Banks to long- 
term loans, £550 million has been derived from tax reserve 
certificates and £372 million consists of “other debt 
mainly external borrowing. 


* * * 





No Corner in Industrial Diamonde 


While diamonds have long been used in industry, the 
demand for them as an abrasive has shown a marked in- 
crease since the outbreak of war. They are used widely 
in engineering and mining and, in the form of powder, in 
the preparation of tungsten carbide and other engineering 
tools. Industrial diamonds, in fact, are now a vital raw 
material. The suggestion was recently made in the New 
York World Telegram that supplies to America’s war in- 
dustries were in the hands of a British diamond syndicate 
and that, by agreement, 


the syndicate feeds industrial diamonds to American industries 
in quantities sufficient only to meet current needs. The agree- 
ment carries every safeguard against building up a surplus in 
the United States which might break the syndicate’s control 
after the war. 
It is quite true that supplies of both gem and industrial 
diamonds from producing countries in Africa are con- 
trolled and handled by a central agency—the Diamond 
Trading Company. It is also true that the quantity of gem 
diamonds released by the Diamond Trading Company 1s 
restricted to protect producers and—incidentally—con- 
sumers from the effects of reductions in demand or in- 
creases in supply. But it would be a very serious matter 
indeed if the syndicate were restricting the supply of dia- 
monds to industry. ‘No doubt, the diamond monopoly has 
the power to do so. But there is no evidence at all that 
it is in fact doing so and thereby holding the war indus- 
tries of the United Nations. to ransom—which would 
indeed be intolerable. There appears to be no deliberate 
restriction of either production or sales, which are in fact 
made on the basis of pre-war prices. True, the maintenance 
of pre-war prices does not mean that the industry is making 
any sacrifice ; the expansion in demand which has rendered 
possible the liquidation of stocks has probably added appre- 
ciably to the industry’s profits. The monopoly has no con- 
trol over the allocation of supplies of industrial diamonds, 
and there is no proof of any discrimination against the 
United States. Of course, the fact that diamond producers 
are not exercising their power to restrict the supply of an 
essential raw material, and are selling it at pre-war prices, 
does not in itself justify the existence of a producers’ mono- 
poly. The monopoly has not abused its power—there is no 
corner in industrial diamonds—but it can always do so. 


* * * 


Building Society Concentration 


In view of the small average size of building societies, 
the news of the projected fusion of Abbey Road with the 
National may, at first, seem rather odd. The two societies 
are, respectively, the second and the sixth largest in the 
country. It is tempting to ask whether it would not be 
better to continue concentration by the grouping of really 
small units, some of which are certainly not able to render 
all the services which the larger unit ought to be able to 
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give. It may be doubted, however, whether, except within 
very wide limits, size is the proper criterion, and, even if 
it is, the projected Abbey National, with total assets of some 
£80 millions, will be of moderate stature compared with 
the £126 millions odd of the Halifax. As in other fields, 
the objective should be to secure a balance between undue 
duplication and the creation of monopoly. By this criterion 
the Abbey National fusion is, potentially, a step in the 
right direction. Potentially, because neither directors nor 
staff of either society is to suffer from the fusion, so that 
immediate economies would seem to be restricted to some 
saving in the rent of overlapping branches plus, possibly, 
some increased service to customers. There is, apparently, 
no question of direct competition either in securing cash 
or in giving more favourable terms to would-be borrowers. 
Both societies deprecate the cutting of rates, except by 
national agreement, and it seems probable that concentra- 
tion will have to proceed further before that is possible, 
while it is far from certain that a more closely knit move- 
ment would find lower rates very acceptable. None the less, 
the avowed object of the fusion is to increase the two 
societies’ contribution to the good of their own members 
and of the community as a whole. If it results in economies, 
and these are used, either to give greater flexibility to the 
terms of purchase—or renting, for the societies are pledged 
to investigate that field—or to give the would-be borrower 
an assurance that he is getting real value for his money, it 
will have helped the movement to take a step forward. 


* ¥* * 


Revised US Currency Plan 


The official summary of the United States Treasury’s 
revised proposals for an International Stabilisation Fund 
brings out a number of amendments other than those dealt 
with in The Economist last week—which were the stepping 
up from 12} to 50 per cent in the proportion of each 
member nation’s quota that must be paid in gold and the 
provision that only during the first three years will changes 
in foreign exchange rates be permitted without a three- 
fourths majority. The revision of the gold clause is not 
quite so unrealistic as might at first sight appear, for the 
plan states that “a country with inadequate gold holdings 
may have its gold contribution reduced.” Most of the other 
amendments have evidently been introduced in deference 
to ultra-conservative criticism of the first draft, which was 
held by certain American banking quarters to be altogether 
too “ starry eyed.” Thus it is categorically stipulated in the 
revised version of the plan that “the resources of the Fund 
shall be used exclusively for the benefit of the member 
countries.” The obligation which was laid on member coun- 
tries by the original draft to sell to the Fund, in return for 
its local currency or for foreign exchange, all the gold or 
foreign exchange which it might acquire in excess of its 
official holdings at the time it became a member of the 
Fund is now reduced by half. According to the revised 
version only 50 per cent of that excess must be compulsorily 
sold to the Fund. The provisions for transferring abnormal 
blocked balances to the Fund have also been considerably 
attenuated ; there is no attempt in the revised plan to for- 
mulate a long-term plan for the transfer and repayment of 
these balances. Instead, it is stated that, during the first 
two years, the Fund may buy from member countries 
blocked balances held in other member countries not ex- 
ceeding in the aggregate 10 per cent of the quotas—a con- 
tribution which would make little impression on the 
problem of abnormal sterling balances, since the global 
quota for all member countries, namely, $5,000 million, is 
smaller than the total of these sterling balances promises to 
be. In the matter of voting rights there is some indication 
of give and take. The revised plan reduces from one-fourth 
to one-fifth the proportion of the aggregate basic votes which 
may be held by any one country. This amendment removes 
the possibility of an American veto on all fundamental 
decisions, which require a three-fourths majority. Against 
this concession, however, the revised plan provides for an 
increase in the votes of creditor countries anda decrease in 
those of debtor countries, when voting on the sale of foreign 
exchange. The revised plan maintains its demand that 
member countries should abandon exchange restrictions 
except on capital transfers, and goes out of its way to re- 
emphasise a point which had already been stressed in the 
original draft, namely that “the Fund shall deal only with 
member Governments and their fiscal agents and not 
intrude in the customary channels for conducting inter- 
national commerce and finance.” 





344 THE ECONOMIST 


Anglo-Iranian Taxation 


The accounts for last year of Anglo-Iranian Oil, sum- 
_ marised on page 347 make an excellent showing, the net 
profit, after meeting royalty payments and local taxation, 
being more than doubled and the total net revenue, before 
tax, the highest on record. Even after meeting home taxes 
and making heavy special appropriations, it is possible to 
raise the ordinary dividend from 7} to 20 per cent, with a 
reasonable margin for addition to the carry forward. This 
is reassuring so far as it goes, but the value of the accounts 
as a guide to future earning power is completely vitiated 
by the fact that there is still no disclosure of the real EPT 
position. The chairman, Sir William Fraser, makes it clear 
that the Retainable profit of some £7,800,000 would be lower 
but for the fact that an EPT deficiency was carried forward 
from earlier years, but there is no indication of the extent 
of this credit. It is in consequence quite impossible to say 
what will be available in any future period. This is a 
matter of the very first interest to shareholders and poten- 
tial investors, and the information ought not to be with- 
held unless there is very good reason to believe that its 
disclosure would be damaging to the national interest. It 
would appear that it cannot be the censorship which is 
responsible, for, if the enemy is interested in any figure of 
the company, less informative than its turnover, it is 1ts 
gross profit, not the assessment of the Inland Revenue as 
to what its earnings were in the base period. Unless the 
censorship is unreasonable, directorates are withholding, 
of their own initiative, company information which is vital 
to the members, whose servants they are. 


* * * 


Unwilling Sellers 


Reports that there was considerable dissatisfaction with 
the price offered for the ordinary shares of Short Brothers 
(Rochester and Bedford) and that the matter was to be 
submitted to arbitration are now proved accurate. Messrs 
William Charles Crocker have, during the past week, issued 
a letter stating that shareholders, representing a substantial 
proportion of the 831,000 odd ordinary and “A” ordinary 
shares, intend to exercise the right to challenge the price, 
and inviting those of like opinion to join with them, The 
price fixed was the middle Stock Exchange quotation ot 
29s. 3d. on the day the official controller was appointed. 
The letter states that such a quotation cannot, in any Cir- 
cumstances, be taken to represent the true value of the 
whole of the company’s share capital. As stated, this is a 
direct challenge to the doctrine that the market price is, in 
normal circumstances—and it does not appear to be sug- 
gested that the circumstances were abnormal—the best 
valuation available, and it will be interesting to see what 
arguments are put up to rebut that view. There remains, 
however, a point which does not emerge from such sum- 
maries of the letter as are available, namely, the fact that 
the “A” ordinary shares, of which there are 250,000, carry 
a million votes and so would give complete control, even if 
a default on the preference dividend gave that class of 
capital the right to vote. There does not appear to have 
been any substantial body of litigation in this country con- 
cerning the value of voting rights as distinct from the 
right to receive dividends. It would seem to be arguable 
that a special value might attach to this right which would 
justify the payment of a higher price for the “A” shares, 
previously held privately and for which there is no ques- 
tion, than for the ordinary. This point is not, however, 
made in the circular. 


* * * 


Costings for Wool Textile Trade 


On September 6th the Wool Yarn and Wool Cloth 
(Maximum Prices and Charges) Order, 1943 (S.R. & O., 
1943, No. 1187), comes into operation. Except in one or 
two minor sections, all prices for wool textiles are now 
controlled. The Order lays down rules for costing yarn and 
fabrics, which take account of the state of activity; it 
is the result of the impasse to which the industry has been 
brought by previous Orders. Since the inception of the 
utility scheme, all utility fabrics have had to comply with 
certain conditions and sell within certain price ranges. 
For a year, all other fabrics have had to be sold at prices 
not exceeding those which the manufacturer secured for 
them in June, 1942. Several advances in production costs 
have had to be met by the spinner and manufacturer, 
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mainly wages and dyeing and finishing charges. The result 
was that those fabrics containing most labour and most 
dye-ware could not be made at a profit. (The Wool Contro! 
has kept the issue price of raw materials steady, and has 
just announced that it will remain unchanged until the 
end of February next year.) The Board of Trade has had 
to admit that, if maximum prices are fixed for finished 
goods, but wages and processing costs are allowed to 
advance, the result is a poorer quality finished article. To 
overcome this difficulty, new specifications of utility cloth 
have been admitted, mostly of the better-class fabrics, at 
increased prices, so that their manufacture, which had 
gradually been forced to cease, may now continue. For non- 
utility cloth, the spinner and manufacturer had arrived at 
the point when they must either go into a worse type of 
trade or out of business. One of the factors in increasing 
production costs during the past year has been the larger 
amount of machinery standing idle due to withdrawal of 
workpeople and the reduction in export fabric trade. In 
some sections there has been a decline in the amount of 
Government orders, and the reduction in activity means 
increased overheads on. the active plant. 


* 


By the new Order, which, incidentally, indicates the change 
in the activity of the industry since last year, the cloth 
producer is given the choice of charging a profit varying 
between 43 and 6 per cent on his costs of a year ago, plus 
17 per cent, or the same margin of profit on his present 
costs, whichever may be the lower. In other words, if he 
can make a cloth to-day at a smaller advance in costs than 
the general advance that has occurred in the industry, he is 
not allowed to take the difference for himself. The follow- 
ing table has been extracted from the Order and refers to 
machinery activity, which is taken into account in the 
method of costing : — 


Assumed Assumed 

Activity Activity 
in in 

Type of Firm June, 1942 July, 1943 
% % 
West Riding spinner manufacturer... . 90 723 
West Riding weaver ................ 5243 623 
West of England weaver............. 66% 624 
Scottish weaver ...............00005 66% 66% 
Huddersfield fine worsted weaver..... 624 524 


The woollen sale yarn spinner is assumed to have run at 
90 per cent of capacity a year ago, against the present rate 
of 723 per cent. There appears to be nothing in the Order 
about the carpet weaver, who has virtually been closed 
down by the Board of Trade for more than a year, nor is 
there anything about the carpet woollen spinner, who is 
now struggling to make a pittance by spinning a few apparel 
yarns. Apparently he will have to cost on a 72} per cent 
activity for his yarn, even though he may only be running 
40 per cent of his plant. The Order makes history by 
imposing a system of costing upon one of the most indivi- 
dualistic industries of Great Britain. 


* * * 


Utility Furniture 


The issue of permits to buy utility furniture, suspendéd 
on July 20th, because demand had outrun supply, was re- 
sumed on September rst. Since production could not be 
increased to satisfy demand, the Board of Trade was faced 
with the alternative of making fewer people eligible to 
obtain the furniture or reducing the amounts they could 
buy. The latter course has wisely been chosen. The classes 
of claimants remain unchanged ; people whose homes have 
been bombed, who are setting up house because they have 
young children or are expecting a child, couples married 
on or after January 1, 1941, those about to set up house on 
marriage, and those who need a bed for a growing child. 
The maximum number of units to be issued to a couple is 
reduced from 60 to 30, but seven extra units are allowed 
for each additional member of the household, including 
babies. Nursery furniture can still be obtained permit free. 
The number of units required for a bed-settee has been 
reduced from 15 to 10, for a divan from 8 to 6, and for a 
bed-chair from 7 to 6. These reductions may be a reflection 
of relatively low demand for these articles. The allowance 
of 30 units is barely sufficient to furnish one room—a bed 
and the smaller wardrobe and dressing-chest take 21 units 
-——so that a permit to buy furniture can do little more now 
than to assist in the furnishing of a home. Presumably 
more second-hand furniture may be bought, but in general 
it is more costly than utility furniture. It is a pity that 
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ISSUE OF 


24% National War Bonds, 1952-1954. 


Interest payable half-yearly on the 1st March and 1st September. 
A first interest payment will be made on the 1st March, 1944. 








PRICE OF ISSUE £100 PER CENT. 


PAYABLE IN FULL ON SUBSCRIPTION. 








Bonds of this issue are an investment authorised by The Trustee Act, 1925, and The Trusts (Scotland) Act, 1921. 


































THE GOVERNOR anp COMPANY or tHE BANK OF ENGLAND, by authority of the 
Lords _ Commissioners of His Majesty’s Treasury, offer the above Bonds for subscription. 
Subscriptions will be received on Wednesday, 1st September, 1943, and thereafter until further 


notice in the “London Gazette.” Subscriptions may be lodged at any office of the Banks 
hereafter mentioned. , 


Subscriptions must be in multiples of £50 with a minimum of £50. Subscriptions must be accompanied by the full 
amount payable in respect thereof. 


The Principal of and Interest on the Bonds will be a charge on the Consolidated Fund of the ‘United Kingdom. 


If not. previously redeemed, the Bonds will be repaid at par on the lst March, 1954, but His Majesty’s Treasury 
reserve to themselves the right to redeem the Bonds in whole or in part, by drawings or otherwise, at 'par on, or at any time 
aftert the Ist March, 1952, on giving three calendar months’ notice in the London Gazette. 


The Bonds will be registered at the Bank of, England or at the Bank of Ireland, Belfast, and will be transferable by 


7 reas in writing in any usual or common form in accordance with the provisions of the Government Stock Regulations 


Bonds will be transferable in sums which are multiples of one penny. Transfers will be free of Stamp Duty. 


A first interest payment, calculated from the date on which the subscription accompanied by payment is lodged to the 
Ist March, 1944, will be made on the Ist March 1944 ; thereafter interest will be payable half-yearly on the 1st March and 
Ist September. Interest will be paid by warrants transmitted by post and Income Tax will be deducted from payments of 
more than £5 per annum. The first interest payment will in all cases be payable to the original subscribers or to their nominees. 


The Bonds and the interest payable from time to time in respect thereof will bel exempt from all United Kingdom 
Taxation, present or future, so long as it is shown in the! manner directed by the Treasury that'they are in the beneficial 
ownership of persons who are neither domiciled nor ordinarily resident in the United ‘Kingdom of Great Britain ‘and 
Northern Ireland. Further the interest payable from time to time ‘will be exempt from United Kingdom Income Tax 
present or future, so long as it is shown in the manner directed by the ‘Treasury that the Bonds are in the beneficial. 
ownership of persons not ordinarily resident in the United Kingdom of Great Britain and Northern Ireland. 


These exemptions will not apply so as to exclude the interest from any computation for taxation purposes of the profits 
of any trade or business carried on in the United Kingdom. Moreover the allowance of the exemptions is subject to the 
provisions of any law, present or future, of the United Kingdom directed to preventing avoidance of taxation by persons 
domiciled, resident, or ordinarily resident in the United Kingdom, and, in particular, the interest will not be exempt from 
Income Tax where, under any such provision, it falls to be treated for the purpose of the Income Tax Acts as income of 
wy person resident or ordinarily resident in the United Kingdom. 


Subscriptions, which must be accompanied by payment at the rate of £50 for each £50 
of Bonds subscribed, may be lodged at the Bank of England Loans Office, E.C.2, or at any office 
of the following Banks :— . 


Ixy GREAT BRITAIN: 












Bank of England. Glyn Mills & Co. National Provincial Bank, Ltd. 
Bank of Scotland. C. Hoare & Co. North of Scotland Bank, Ltd. 
Barclays Bank, Ltd. : Grindlay & Co., Ltd. Provincial Bank of Ireland, Ltd. 
British Linen Bank. Isle of Man Bank, Ltd. Royal Bank of Scotland. 
Clydesdale Bank, Ltd. Lloyds Bank, Ltd. Union Bank of Scotland, Ltd. 
Commercial Bank of Scotland, Ltd. Martins Bank, Ltd. Westminster Bank, Ltd. 
Co-operative Wholesale Society, Ltd. Midland Bank, Ltd. Williams Deacon’s Bank, Ltd. 
Coutts & Co. National Bank, Ltd. Yorkshire Penny Bank, Ltd. 
District Bank, Ltd. National Bank of Scotland, Ltd. 

Ix NORTHERN [RELAND: : . 
Bank of Ireland. Munster & Leinster Bank, Ltd. Provincial Bank of Ireland, Ltd. 
Belfast Banking Co., Ltd. National Bank, Ltd. Ulster Bank, Ltd. 
Hibernian Bank, Ltd. - Northern Bank, Ltd. 


A commission of ls. 3d. per £100 nominal subscription will be paid to Bankers or Stockbrokers on subscriptions 
bearing their stamp. 


Subscriptions must be made on the printed forms which may be obtained, together with copies of this Prospectus, 
at the Bank of England Loans Office, London, E.C.2, or at any of the Branches of the Bank; at the Bank of Ireland, 
Belfast; of Messrs. Mullens & Co., 13, George Street, Mansion House, FE.C.4; or at any Bank or Stock Exchange in the 
United Kingdom. 











BANK OF ENGLAND, LONDON. 
3ist August, 1943. ‘ 


N.B.—Separate Prospectuses relating to 24% National War Bonds, 1952-1954, to be held on the Post Office Register will be issued by His Majesty’s 
Postmaster-General (and may be obtained at any Savings Bank Post Office or Bank), and by the National Debt Commissioners on behalf 
of Trustee Savings Banks. The amount subscribed by any person under the Prospectuses issued by His Majesty’s Postmaster-General 
and by the National Debt Commissioners must not exceed £1,000. 
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the Board of Trade has not announced how long a delay 
is to be expected between ordering the furniture and its 
delivery. There are now 158 firms making the furniture, 
and further designation is not contemplated, except in so 
far as it may be necessary to level up production of par- 
ticular items in particular areas. Thus the Board of Trade 
now knows what production can be expected. 


* * or 


The Marginal Producer 


Owing to the pressure of war demand, the output of 
many raw materials has had to be extended to the limits of 
capacity. The need for utilising high-cost capaeity has 
given rise to interesting problems of pricing. The fixing of 
prices at a level at which high-cost producers can make a 
profit involves the payment of excessive prices to low-cost 
producers. This problem does not arise in industry, where 
separate contracts are fixed with individual firms. In the 
case of raw materials, the adoption of the system of indi- 
vidual contracts would have caused administrative diffi- 
culties of no mean order. The solution which has been 
adopted for certain materials in this country and in the 
United States has been to fix standard prices high enough 
to yield reasonable profits to the majority of producers, but 
not high enough to bring in high-cost capacity ; marginal 


producers are paid a premiunr over the standard price in. 


order to secure their output. This system has been adopted 
with success in the British iron and steel industry, and it is 
also applied to coal. Producers in both industries have to 
pay a levy on output, which is used to compensate the 
marginal producers. In the United States the device has 
been applied to domestic producers of copper, zinc and 
lead, for example ; it has been estimated that the premiums 
paid to them will reach the annual rate of $80 million by 
the end of this year. The system was introduced in 
February, 1942, because the standard prices—12 cents per 
Ib. for copper, 8.25 cents per lb. for zinc, and 6.50 cents 
per Ib. for lead—were unlikely to encourage production 
to the limit. By the method adopted, which will remain in 
force until January, 1945, all producers receive premiums 
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—5 cents per lb. for copper, 8.25 cents per Ib. for zinc, and 
5.50 cents per lb. for lead—for any output above the 1941 
level. The economies achieved by this policy have already 
been substantial. On the basis of production in 1941, 
amounting to 2,100,000 tons for the three metals, an over- 
all increase in prices of 1 cent per lb. would have added 
$42 million to the bill; an increase of 5 cents per lb. 
would have cost an additional $210 million. This method of 


fixing prices has been a useful expedient in conditions of . 


wartime scarcity ; although its application in peace is likely 
to be limited, it has interesting possibilities—both good and 
bad from the community’s standpoint. 


* * * 


Coal as a Raw Material 


Hitherto the research work of the Mining Association, 
througn the British Coal Utilisation Research Association 
and other organisations interested in fuel economy, has 
been directed mainly towards the utilisation of a larger 
percentage of the potential energy in coal. The progress 
made in recent years has been substantial, and in some 
branches of industry spectacular. In its recent memorandum 
on “Coal Research and the National Economy ” the Par- 
liamentary and Scientific Committee stated that, between 
1913 and 1938, the percentage of the energy recovered had 
been increased from 15 to 30, and that there were some 
industrial installations today working with an overall effi- 
ciency exceeding 60 per cent. It is probable that these 
achievements have been excelled under the war-period 
economy campaign of the Ministry of Fuel and Power. 
Latterly, however, increasing attention has been paid to 
the need for the fuller exploitation of the natural wealth 
of coal as a raw material for chemicals. Last May the 
BCURA announced a scheme by which £1,000,000 is 10 
be spent over the next five years, partly for this purpose 
and partly on a more intensive research into methods of 
coal combustion; but the discussion provoked by the 
memorandum of the Parliamentary and Scientific Com- 
mittee, and particularly by the speeches in the debates on 
the subject of scientific research in the House of Lords on 
July 15th and 2oth, seems to have convinced the coal- 
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ESTABLISHED 1824 
SCOTTISH UNION AND NATIONAL 
INSURANCE COMPANY 
ASSETS excéeD £18,500,000 











FIRE LIFE ACCIDENT MARINE 
Edinburgh: 35, St. Andrew Square. 
London: Northgate House, 20/24, Moorgate, E.C.2 
and 45, Pall Mall, S.W.1. 
DUTTON ONE-WEEK SHORTHAND is learnt in 


twelve “2-hour postal lessons. Send 3d. in stamps for 








first lesson to E.C., 92, Gt. Russell Street, London, W.C.1. 








Commercial Manager, qualified engineer, long experience at 
home and abroad in the administration of subsidiary manu- 
facturing and selling companies, seeks immediate appointment. 
Age 48. Highest credentials. Write Box 29, THE Economist, 
Brettenham House, Lancaster Place, W.C.2. 








Statistician required for Production Controls Department 18 
Die-casting and Machine Shop Factory for calculating machine 
hours and man hours loaded and free, final costs and general 
statistics. State age and salary required. Box 30, THE 
Economist, Brettenham House, Lancaster Place, London, W Ce. 
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mining industry of the urgency of the need not merely of 
scientific research but for the immediate and vigorous 
development of processes for the production of hydro- 
carbons and hydro-carbon derivatives from coal. On the 
recommendation of the Central Council of Coal Owners, the 
industry is shouldering this responsibility. A preliminary 
programme, involving the expenditure by the end of 1945 
of between £400,000 and £500,000 (fo be raised mainly by 
a small levy on output) has already been prepared, but the 
promoters of the scheme hope to secure the co-operation of 
interests outside the coal industry which may be engaged 
in related research activities ; and it is understood that the 
Department of Scientific and Industrial Research has not 
only given the project its blessing, but: promised its active 
support. It is the future of the coal-mining industry in 
relation to the expansion of the chemical industries that 
the scheme has primarily in view; the Parliamentary and 
Scientific Committee has outlined the task in these words 
in its memorandum :. 


The chemical treatment of coal must be attacked with all 
the resources of pure science and engineering skill. Every 
branch of chemical industry in Great Britain is entitled to 
look to coal to supply its raw materials and intermediates. 
Fertilisers for agriculture, dyestuffs and chemicals, plastics, 
synthetic rubber, soaps, lubricants, and, perhaps most impor- 
tant of all, liquid fuels, and especially high octane spirit for 
aviation, can and should be produced from coal. 


x * * 


Absenteeism in ROF 


The Industrial Health Research Board of the Medical 
Research Council has published the results of a study of 
absenteeism among women war workers at two selected 
Royal Ordnance Factories. The inquiry, which was under- 
taken on random samples of the personnel, covers two 
periods of six weeks endéd on August 11, 1942, and June 27, 
1943. It is limited in scope, covering only about 1,300 
workers, and there is no suggestion that it is representative 
of conditions in industry as a whole; nevertheless, it 
throws an interesting light on a problem which is com- 
mon, in greater or less degree, to all war factories, and 
about which singularly little statistical information has been 
made available. The data collected confirm many tendencies 
which have already been. observed in connection with the 
problem of absenteeism, for instance, that more time is lost 
by married women than by single women. While the per- 
centage of women in the two factories who were absent for 
some part of the six weeks was 84.5 and 70.5, respectively, 
the proportion of married women was 87.9 and 75.9 per 
cent, and that of single women 82.1 and 63.1 per cent. The 
incidence of absenteeism was highly irregular, very few 
women losing one or two shifts each week ; but the absence 
of married women tended to be spread over a greater 
number of weeks than those of single women. Younger 
women up to 25 years of age lost more time than older 
women. The rate of absenteeism was noticeably higher on 
the morning than on the afternoon or night shifts ; it was 
highest on a Saturday,’ and lowest on pay-day. There 
would not seem to be any direct correlation between 
absenteeism and travelling time, though the rate tended to 
increase over and above a period of 60 minutes taken to 
teach the factory. The inquiry revealed that absenteeism 
was far higher in the larger of the two factories examined ; 
this divergence was attributed to the fact that it employed 
five times as mariy women, was situated in an isolated posi- 
tion, and had expanded rapidly. The investigation was 
primarily concerned with the amount and distribution of 
absenteeism, and no attempt is made to analyse its causes 
or to break it down (as is done for the mines) into voluntary 
and involuntary absenteeism. But the conclusion is drawn 
that, in view of the irregular nature of absenteeism, its 
incidence should be studied from a personal standpoint, 
and individual methods of treatment should be upheld. 
The fact that the rate is highest among married women 
seems to indicate that far more attention still. needs to be 
paid to easing the domestic responsibilities of married 
women who have entered industry. 


* * * 


Austin Debenture Conversion 


In commenting on the original plan for financing the 
redemption of the 5 per cent first mortgage debenture stock 
of the Austin Motor Company by an issue of preference 
shares, it was pointed out in The Economist of April 24th 
that there would be some disappointment that the new 
Capital was to be privately placed. This proved to be an 
Understatement, and it is a matter of satisfaction that those 
tesponsible, whether the company or the Treasury, have 
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reversed their original decision. In consequence, holders 
of £944,280 5 per cent debenture stock, repayable at 103 
on January I, 1944, are to have the option of accepting, 
instead of cash, the new 4} per cent cumulative redeemable 
preference shares of £1 at 20s. 3d. per share on a pound 
for pound basis. That is to say, there is a choice between 
£103 in cash or £100 preference shares and 35s. in cash. 
On this basis the. new investment gives only the modest 
yield of 4.44 per cent, compared with an average for 
manufacturing preferences of 4.37 per cent, according 
to the figures of The Actuaries’ Investment Index at the 
end of July. Looking back over the vagaries of the motor 
industry during recent decades, this seems a meagre return, 
and it is far from clear what the outlook will be once the 
post-war restocking movement is over. If the British 
Government, instead of protecting the home market, 
facilitates the production of suitable cars for export, and 
if the world is prepared to accept reasonable freedom of 
trade, the outlook may be very good, but there is so far no 
assurance that this desirable object will be achieved. So, 
on a long view, the return offered is perhaps not very 
attractive. But, on the short, it would not be easy to find 
alternative investments of greater merit. It is some dis- 
advantage to the holder that the new preference shares 
can be redeemed by purchase below the redemption price 
of 21s.; but on the showing of the- latest balance-sheet, 
dated July 31, 1941, they are covered over three times by 
fixed assets and twice by net liquid assets, five times in 
all, while the average available profits of the past six years, 
1935-36 to 1940-41, cover the dividend 18 times and the 
total service, calculated to redeem the whole issue by 1978, 
some 12} times, even if the issue is extended to the limit 
of £1,000,000. The offer closes on September 14th, and it 
is very regrettable that there is no hope of the accounts for 
the past two years being available by then. 


7 * « 
The Future of Tin 


The occupation by Japan of Far Eastern tin-mining 
countries, which formerly supplied two-thirds of the 
world’s total demand for this metal, has compelled the 
United Nations to encourage the expansion of production 
in other countries—especially in the Belgian Congo and 
Nigeria—and to economise in the use of tin by the intro- 
duction of new methods, such as the electrolytic tinning 
process. Both these factors are likely to have permanent 
effects on the demand for tin. Moreover, other materials, 
such as light metals and plastics, are likely to compete with 
tin to a growing extent. This does not, necessarily, mean 
that the consumption of tin will show a permanent decline 
which would be aggravated by the war-time extension of 
capacity when the Far-Eastern mines have been re- 
equipped. Tin kas many properties which should assure 
it a growing demand. It is not surprising, therefore, that 
the industry is taking steps to intensify research and de- 
velopment work. It is understood, for example, that the 
Malayan Chamber of Mines in London has asked the 
Colonial Office to assist in this work by subsidising the 
Tin Research Institute, whose director is reported to have 
prepared a detailed programme of post-war research. But 
much will depend on the industry’s price policy after the 
war. An excessive price might defeat the industry’s object 
of finding new markets for the metal. 


Company Results 


Anglo-Iranian Oil. 
Years to December 31, 
1941 1942 








1940 

: £ £ £ 
IRN oo Siois cowie cndwencesiensous 5,826,191 6,222,175 12,717,628 
PIN a aoc pie ogni gcse siecle sicle wie wedievieie 2,975,156 2,920,682 4,917,846 
Extra depreciation acderkinecdiéie ceuiiy cae ees 625,000 625,000 2,000,000 
err rere 9,126 9,178 500 
Preference divs. (gross) ............+.00- 1,071,234 1,071,234 1,071,234 
Pref. stock reserve ........-.0000cceeeee eg dea 500,000 
Earned on Ordinary .........00eeeeeeees 1,145,675 1,596,081 4,219,048 
Paid on Ordinary (gross)............... 1,006,875 1,510,313 4,027,500 
Eas _ eee pater ceoeseac che ; 6-4 8-4 21-9 
MEE FN elon cecoicte aceeapec camseeuue se 5 1k 20 
COMEG FOEWEEE 0.05 ccccceccessceccesees 1,101,351 1,187,119 1,378,667 
en 9,643,851 8,312,117 9,008,294 
Net inter-company items................ 27,201,955 23,414,062 17,600,414 
Net liquid-assets ............c ccc eeceees 99,297 5,304,692 11,113,711 
Gross liquid assets...............20000e- 17,196,464 23,120,442 40,577,387 
Govt. securities .......... 0. cece eee cees 3,590,387 6,918,980  *8,531,624 


t+ After £1,000,000 to war contingency and deferred repairs account. 
* Excl £7,000,000 tax reserve certificates. 


The £1 ordinary stock quoted at r1o8s. 9d. yields £3 14s. 7d. 
per cent. 
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COMPANY MEETINGS 





WATNEY COMBE REID AND 
COMPANY, LIMITED 


COLONEL O. P. SEROCOLD’s 
SPEECH 


The ordinary general meeting of Watney 
Combe Reid and Co., Ltd., was held in 
London on the 30th ultimo. 

Col. O. P. Serocold, C.M.G., the chair- 
man, in the course of his speech, said: 
Since we last met there has been a further 
increase in the Beer Duty, involving yet 
another Id. a pint. The Chancellor has 
budgeted for a revenue from beer in excess 
of £250 million during the current financial 
year. Physical difficulties and depletion of 
our labour force render it impossible for us 
to maintain the elasticity of output which 
in normal times enabled us to meet upward 
fluctuations in demand. I will not enlarge 
on ean things which, owing to war 
conditions, we have been unable to do, but 
prefer to report that our three breweries 
and our bottling stores have been working 
very well under most difficult circumstances, 
ae I can foresee little prospect of 
relief. 


TRANSPORT ECONOMIES 


To meet the requirements of the Ministry 
of Transport, brewers have effected con- 
siderable economies in the carriage of beer, 
both by means of area interchanges of trade 
and by transferring traffic from road to rail. 
The whole subject is a complex one, re- 
quiring continued patient investigaizon on 
the part of those dealing with the question. 
Summary action might well lead to whole 
areas going short of beer, since the location 
of breweries and the demands-for beer are 
not geographically in step. 

While the war has been going on, a 
measure which is now called The Catering 
Wages Act has, without previous enquiry, 
been introduced and passed by both Houses 
of Parliament. There may well be wide 
room for differences of opinion as to its 


merits, but, as it is the elementary duty .- 


of the good Englishman to make the best 
of the laws given to him by Parliament, it 
behoves all of us in any way connected ‘with 
the liquor trade—wholesalers and retailers 
alike—to do what we can to make the Act 
effective for the good of all classes engaged 
in what may very roughly be called “ The 
Catering Trade.” j 


WAR DAMAGE AND REPLANNING 


I informed the stockholders a year ago 
that legislation effected in the Finance Act, 
1942—helped to some extent by representa- 
tions from the Liquor Trade—had provided 
for the maintenance in suspense of licences 
of houses destroyed or damaged by enemy 
action or closed on account of the destruc- 
tion of the surrounding neighbourhood. 
These provisions are still in force and will 
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continue until the licences come into effec- 
tive operation again. The future of all such 
licences will be intimately affected by the 
proposals and schemes about reconstruction 
and replanning of the bombed areas, which 
must take effect, in some shape or other, 
after the termination of the war.” 

As I said last year, we have a number 
of licensed premises in these categories and 
there is little doubt that it will not be 
expedient to re-open some of them on the 
sites on which they previously existed, and 
I recognise that a number of removals to 
fresh sites is more than likely to follow. It 
is common ground that the provisions of the 
Licensing Law as to removals were not in- 


tended for, and are not suited to, the“ 


circumstances which have arisen, or may 
still arise, from enemy action, and that the 
Replanning Authorities must given 
wider and more direct powers without inter- 
fering unduly with the functions and powers 
of the licensing justices. 


WM. COOPER AND COMPANY PURCHASE 


Investments in subsidiary companies in- 
clude the Ordinary share capital of William 
Cooper and Co., Ltd., of Southampton, 
acquired during the year. Investments in 
Government securities, tax reserve certifi- 
cates and cash at bankers total just under 
£24 millions. A more accurate estimate of 
the current percentage increase applicable to 
the cost of repair work had shown it to 
be prudent but by no means excessive to 
add £400,000 to the existing reserve of 
£280,000. 

The report and accounts were unani- 
mously adopted. 





W. J. BUSH AND COMPANY, 
LIMITED 


SATISFACTORY RESULTS 


The forty-sixth annual general meeting 
of W. J. Bush and Co., Ltd., was held, on 
the 27th ultimo, at the Great Eastern Hotel, 
Bishopsgate, London, E.C. 

Dr Per C. Isherwood, O.B.E., 
Ph .D., F.1.C., the chairman and managing 
director of the company, presided. 


The Secretary (Mr. D. E. Arnold, | 


F.C.I.S.) read the notice convening the 
meeting and the report of the auditors. 

The following is the review of the chair- 
man on the year’s working of the company, 
which was circulated with the report and 
accounts, and taken as read at the meeting: 

Your directors consider that under exist- 
ing conditions it is again desirable to dis- 
pense with the usual review of the past 
year’s working by the chairman and for me 
to provide a brief statement to accompany 
the report and statement of accounts for the 
year 1942, 0 . 

During the period under review the com- 
pany has felt the effect of the spreading of 
the war to the Far East. This has not only 
deprived us of markets for the sale of our 
products, but caused a cessation of the sup- 
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plies of raw materials normally obtained 
from some of these territories. In spite of 
these adverse features, the company has, in 
the opinion of your directors, been able to 
achieve satisfactory results. 

A very considerable proportion of the 
year’s profits is required to meet taxation 
and your directors have considered jt 


-desirable to charge excess profits tax before 


arriving at the net profit. For the conve. 
nience of members, the 1941 figures shown 
on the accounts for comparison have peen 
adjusted accordingly. 

I am pleased to report that our branches 
and subsidiaries throughout the world have, 
in spite of many difficulties, maintained 2 
satisfactory position. 

The chairman moved the adoption of the 
report and accounts. 

Mr. H. B. Bush (managing director), 
seconded the resolution and it was carried 
unanimously. 

The final dividend of 6 per cent. on the 
Ordinary shares, making, with the interim 
dividend already paid, 10 per cent. for the 
year, was declared. 

The retiring directors, the Rt. Hon. Lord 
Hayter, Lieut. E. L. Bush and Mr W. J. 
Thomas, were re-elected, and the auditors, 
Messrs. Turquand, Youngs, McAuliffe and 
Co., were reappointed. 

Mr T. E. Binsted proposed a hearty vote 
of thanks to the chairman, directors and 
staff, and congratulated them on the excel- 
lent results submitted. 

The vote was cordially approved, and the 
chairman, acknowledging the compliment, 
said that no company id have a more 
loyal and efficient staff, both at home and 
overseas, and the'r relations with ql their 
workpeople had always been most cordial. 
He felt that every one of them had the 
interests of the company at heart. 

The proceedings then terminated. 





AVELING-BARFORD, 
LIMITED 


The meeting of Aveling-Barford, Limited, 
was held on the Ist instant, at Grantham, 
Mr Edward Barford, M.C., the chairman, 
presiding. 

The following is an extract from the 
chairmans circulated statement: The total 
amount paid or payable om account of 
E.P.T. up to March 31st is in the neigh- 
bourh of £450,000 and income tax 
liability during the same four-year period 
is gg 5 £160,000. The enormous 
figure for E.P.T. is due to the fact that 
our so-called “ standard” is less than half 
our actual pre-war profit. It does indeed 
seem paradoxical when it is the new works 
and re-organisation of the business which 
has enabled the company to make such a 
big contribution to the war. effort. 

During the year under review a further 
ifcrease in production was achieved and the 
company looks forward with restrained opti- 
mism to its part in the reconstruction of 
this country and of a stricken world. 





RECORDS and STATISTICS 


FINANCE AND BANKING 


THE MONEY MARKET.—The close of August was marked 
by exceptional stringency in the money maket. 
clearing banks had postponed their monthly making-up to this 
week and this fact accentuated the customary end-month 
The. market, finding it virtually 
impossible to sell bills to the banks, was therefore compelled 
to seek the usual assistance from the agents of the Bank of | 
By Wednesday the 
credit position had changed completely and, helped by the 
disbursement of dividends on Government loans, credit had 


immobilisation of credit. 
England who bought bills on Tuesday. 


again become abundant. 


MONEY RATES, LONDON.—The following rates remained unchanged between 


Aug. 27th and Sept. 2nd :— 


Bank rate, 2% (changed from 3% October 26, 1939). 


Bills 60 days 14%. 3 months, 14%; mon 


14-18%. eee | Bills: 2 months, 1-14,% ; 3 months, 
hort Loans, 1-14%. Bank deposit rates $%. Discount de: 


money, 1-14%. 
at call §%; at notice 3%. 


Discount rates: Bank 


exchange.) 


Some of the 


$ (4-863) 4-43-47; 
17-30-40. Sweden. 
England, 17-40 kr. 


(buying). 
and Sept. 2nd: 
-14%; 6 months 


-1%%. Day-to-day 
posit 





3 cents pm.-par. 


United States. $ (4.863) 4-02}-034; 
mail transfers 4-43-47}. Switzerland 
Krona (18-159) T.T. 16-85-95, bank notes at Bank of 
utch West Indies. 
Escudos (110) 99 -80-100-20; mail transfers 99-80-100-30. Panama. $4 -02-04; 
mai) transfers 4-02-04}. Brazil. 


Belen on (97%) 978-4. 


Special Accounts are in force for Chile, Peru, Bolivia and Paraguay, for which 
no rate of exchange is quoted in London. Rate for payment into Argentine 
special account is 16-00 pesos. 

Forward Rates.—Forward rates for one month have remained unchanged a5 
follows : United States. 3 cent pm.-par. Canada. } cent pm.-par. Switzerland. 


Exchange Rates.—The following rates fixed by the Bank of England remained 
unchanged between Aug. 27th and Sept. 2nd. 


(Figures in brackets are par of 


mail transfers 4-02}-03%. Canada. 
. Francs (25:29) 
Florin (12-11) 7-58-62; Portugal. 
17-6597 Pp. 


83-64% cr. (buying). Uruguay. 


Fixed Rates for Payment at Bank of England for Clearing Offices. Spain. 
Peseta 40-50 (Official rate). 


Turkey. Piastres 520. Italy. 71-25 lire. 


Market Rates.—The following rates remained unchanged betweea Aug. 27th 
India. Rupee (18d. per rupee) 17}}-18%4. 
go. Francs 1763-3. China. National $3-3%. Iran. Ri. 128-150. 


3 ore pm.-par 


(Continued on page 350) 
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Customs .... 
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September 4, 1943 
GOVERNMENT RETURNS 


For the week ended Aug. 28th, 1943, total 
ordinary revenue was 65,682,000, against 
ordinary expenditure of £79,179,000, and 
issues to sinking funds of £30,000. Thus, 
including sinking fund allocations of 
{3,610,958 the deficit accrued since April 
Ist is £1,285,631,000 against £1,181,035,000 
for the corresponding period a year ago. 


ORDINARY AND SELF-BALANCING 
REVENUE AND EXPENDITURE 


oe | Receipts into the 

| Exchequer 
____.(£ thousands) 
Esti- | April | April 
mate 1 1 
1943-44, to | to 
| Aug. | Aug. 


28, 
_1943 


Revenue Week 
ended 


Aug. 


Week 
ended 
Aug. 


29, | 28, 
1942 | 1945 





H ! 
sli | 
ORDINARY 


REVENUE 

Income Tax... ./1175000 
Serre 80,000 

Estate, etc., 
Duties....... 100,000 
17,000 
500,000 
1,000 


Total Inld. Rev./1873000 


234,026 
10,610 


39,968 
5,560 
10,260 
116,498 
250 


298,733) 8,555 
10,375; 370 


40,776! 1,325 
90 20 


10,191| 348 
178,803| 7,917 
168,” 10 


15,633 
170 
1,696 
“700 


| | ae 11,467 
Other Inld. Rev. oe 











29,666 


8,353 
26,073 


417,172, 545,536| 18,545 


525,320] 184,849) 215,978) 7,265 
450,180) 176,895) 199,633) 21,695 





Customs ....... 
BONG. ...0c:0000 





Total Customs & 
Excise... 0% , 975,500 


25,000 


asenl 28,960 
3,609 


361,744 
4,433 
141,332 


8,750 
1,160 
440 


34,426 





Motor Duties. . . 
Canadian Govt. 
Contribution . 
P.O. (Net Re- 
ovipts)....... 400 
WirelessLicences} 4,700) 
Crown Lands... 800; 

Receipts from 
Sundry Loans} 4,100 
24,000 


Miscell. Receipts 
Total Ord. Rev.!2907500 


Dr. 

nee 1,500) 

1,260) 270 
450 80 

960} 1,931 82 


43,821] 34,296] 4,416 
979,813 1002693| 50,854 


“220 
70 


1,300 
65,682 








SELF-BALANCING 
P.O. & Brdeastg. 








110,632} 40,600 
3018132'1020413 


3,200 
54,054 


2,600 
68,282 





44,850 
(1047543 











Issues out of the 
Exchequer to meet 
Payments 
(£ thousands) 
ae tg Week 
ended 
Aug. 


29, 
1942 


Esti- 
mate, 
1943-44 


Expenditure Week 
ended 
Aug. 
28, 
1943 


to to 

Aug. 
28, 

= 1943 





ORDINARY 
EXPENDITURE 
Int. & Man. of 
Nat. Debt. ... 
Payments to N. 
Ireland...... 
OtherCons. Fund 
Services 


375,000 
9,500 
7,500 


143,058 
3,018 


157,023) 718! 
2,680) 335 
3,447) 3,261 7 


392,000! 149,523) 162,964] 1,060 
5366751 2008102 2121749] 108773 


869 
24 











893 
78,286 








remained 
are pat 


Canada. 
5 (25 -2%) 
Bank of 
7 6597 Pp. 
es. Spain. 
Aug. 27th 


14-18 4d. 
130. 


, for which 
. Argentine 


changed as 
and. 


Total Ord. Exp.|5758751|2157625 2284713 109833 


Stur-Batancine| 
P.O. & Brdcastg.| 110,632} 40,600 


, 19,179 








44,850, 3,200 


ere '9869385/2198225 2529563 113033 


2,600 
81,779 











_ 





A change has been made in the method of showing 
“excess of Post Office Expenditure over Post Office 
Revenue. Such excess in now included as ordinary 
*xpenditure (under ‘‘ Total Supply Services’) instead 
of being shown, as up to July 24 inclusive, as a deduction 
fom ordinary revenue. 


After decreasing Exchequer balances by 
£29,995 to £2,782,546, the other operations 


for the week (no longer shown separately) 
Taised 





the gross National Debt by 

{12,801,464 to £18,137 million. 

NET ISSUES (f thousands) 

0. and Telegraph...........cccceeecceceuee 2 

Overseas Trade cmon Be iets 44 isc 32 
232 

NET RECEIPTS (f£ thousands) 

PO Menage Acta... ee cceescsscecescesesses 928 





THE ECONOMIST 
FLOATING DEBT ({ millions) 














Treasury be = and | Trea- 
Bills Advances | sury | Total 
Date { Bank | | — 
Ten- | 7 Public | of a" | Debt 
der 4P | Depts. | Eng- | Banks| 
1942 j ! 
Ang. | 975-0) 1668-3 254-4 | | 695-5 3593-2 
| | 
May 29 1065 1885-9 233-3| ... | 983-5, 4167-7 
June 5 1080-0 Not available | 
» 12 1095-0] "ehiiees | 
» 19 1110-0) i ra 1 
» 30 3028-2 244-41 55-0] 925-5 4253-1 
July 3 1140-0 Not available | 
» 10 /1155-0 ia ” 
» LT 1265 0 ; ae abt 
» 24 '1170-0 ie 9 
» 31 ,1170-0} 1899-1) 309-0] ... | 973-5) 4351-6 
Aug. 7 {1170-0 Not available 
» 14 /1170-0 a me 
» 21 /1170-0 








'n170-0l 1892. 4' 313-2 |"... 1045-0! 4420-6 


TREASURY BILLS (£ millions) 




















Per 
Amount —— Cent 
Date of : ate allotted 

Tender of Allot- ve 

Offered|APPlied/anottea) ™ePt | Min. 

% Rate 

1942 | s. d. 
Aug. 28 75-0 | 151-4 75:0 | 20 0-71 39 
1 

June 4 90-0 | 154-5 90:0 | 20 0-80 46 
» 90-0 | 152-8 90-0 | 20 0-76 47 
» 18 90-0 , 160-8 90:0 | 20 0-69 42 
oo oe 90-0 | 165-2 90:0 | 20 0-47 42 
july 2 90-0 | 173-5 90-0 | 20 0-37 38 
- 9 90-0 | 180-2 90:0 | 20 0-28 35 
» 16 90-0 | 175-4 90-0 | 20 0-00 33 
» 2 90-0 | 164°6 90:0 20 0:29 40 
» 30 90:0 | 182-8 90-0 | 19 11 91 30 
Aug. 6 90-0 | 195-6 90:0 | 20 0-02 28 
» 13 |. 90°0 182-5 90-0 | 19 11-95 30 
» 20 90-0 175-1 90:0 | 20 0-42 38 
+ a 90-0 | 194-0 90-0 | 20 2-93 29 








On Aug. 27th applications at £99 14s. 11d. per cent for 
bills to be paid for on Monday of following week were 
accepted in full. Applications at £99 14s. 11d. for bills 
to be paid on Tuesday, Wednesday, Thursday, Friday 
and Saturday were accepted as to about 29 per cent of 
the amount applied for, and applications at higher prices 
in full. £90 millions of Treasury Bills are being offered 
on Sept. 3rd. For the week ending Sept. 4th, the banks 
will be asked for Treasury deposits to the maximum 
amount of £45 millions. 


NATIONAL SAVINGS 
CERTIFICATES AND 3% AND 24% 
BOND SUBSCRIPTIONS 














(£ thousands) 
24% 
3% | 3% | 24% 
N.S.C. | Defence | Savings 

ended Bonds 
Bonds | Bonds 1951-53 
july 13...... 6,397: 2.227 6,661 7,189 
99 2Occceee ° 4,961 1,557 7,470 | 10,944 
99 Sleccee cool Gare 1,366 4,964 | 10,106 
Aug. S..ccceee 3,342 1,181 4,768 5,869 
Pe |) Ree 3,752 1,574 6 564 6,970 
eee 5,858 1,415 8,476 | 15,772 
6 ates . | 5,792 1,329 6,821 | 14,529 











Totals to date . .| 905,638* 621,339*,1333000f|| 48950531 


* 196 weeks. + 138 weeks. ¢ 39 weeks. 

|| Including all Series. 

Interest free loans received by the Treasury up to 

Aug. 3lst amounted to a total value of £58,660,795. 

Up to Aug. 28th, principal of Savings Certificates to 
the amount of £119,122,000 has been repaid. 





MONTH’S CHANGES IN DEBT 
(£ thousands) 








Net INCREASES F Net REPAYMENTS 
£ 
Nat. Sav. Certs... 8,300] Treasury Bills .... 6,699 
3% Def. Bonds 4,169 | Other Debt : 
24% $\Nat External....... 244 
Bonds, 1951-53. 55,000 
3% Sav. Bonds, 
1960-70........ 27,100 
Other Debt :— 
Internal........ 1,652 
Ways and Means 
Advances ...... 4,285 
Treasury Dep. by 
Bens 2.2.0.0. 71,500 
Tax Res. Certs. ... 13,440 
185,446 6,943 





GOLD AND SILVER 


The Bank of England’s official buying price for gold 
temained at 168s. Od. per fine ounce throughout the week. 

In the London silver market prices per standard ounce 
have been as follows :— 


Date - Two aes 
i sain 23} 23} 
Peer Ne Sc, 234 234 
he AOC Rene 234 23 
ee 2 


” 2. 
The New York market price of fine silver remained 
at 44} cents per ounce throughout the week. 
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PROVINCIAL BANK CLEARINGS 


£ thousands 

















| Week eregate 

| Ended from Jan. 1 to 

Aug. Aug. Aug. Aug. 

29, | 28, 29, 28, 

was | 1942 | 1943 1942 1943 

Working days :—} 6 6 203 |} 202 
Birmingham..... 1,867 1,610 | 85,842 | 81,394 
Bradford........ 2,098 2,273 | 73,703 | 66,543 
ee 3,104 438 | 86,451 | 22,734 
re 678 542 | 26,369 | 20,404 
MEIN 6.6: 5.5. 5<:4/<:0'« | 1,456 1,609 | 38,631 | 39,803 
Leicester........ 703 649 | 29,115} 29,062 
Liverpool ....... 4,102 5.027 | 163,565 | 154,696 
Manchester...... 10,638 3,652 | 415,844 | 362,055 
Newcastle....... 1,490 1,718 | 51,517 | 52,855 
Nottingham ..... 351 323 | 16,002 | 15,850 
Sheffield ........ 632 703 | 29,453 | 32,965 
Southampton.... 132 84 3,976 4,570 
a2 Towns... 206 | 27,251 { 18,628 |1020468 | 882,931 
Dublin®......... | 5,718 6,337 | 223,761 | 241,905 











* Aug. 22, 1942, and Aug. 21, 1943. 


NEW YORK EXCHANGE RATES 


: —————-— 
New York | | 
on | 


Aug. | Aug. 
25 26 





ae 
Cables :— Cents ; Cents 


London .... 


Zurichf ....|23-32 |23-32 
B. Aires... .!25 -05*/25 -05* 
ee 5-15 | 5°15 
Lisbon ..... 4-10 | 4-10 


* Official buying rate 29-78. 


40248} 4023§ 
Montreal . . .|90 -750/90 -750 


- 
Aug. 


Aug. 
27 28 








Cents ) Cents 





23-32 |23-32 
25 -05* 25 -05* 
5-15 | 5-15 
4-10 | 4-10 


+ Free 





402$§| 4023§| 4023§ 
90 -750'90 «750,90 -620 





Cents | Cents 
4023s 
90 500 
{23 +32 | 23-32 
125 -05*/25 -05* 
§-15 | 5-15 
4-10 | 4-10 


§ Bid. 





rate. 


OVERSEAS BANK 
RETURNS 


U.S. FEDERAL RESERVE 


12 U.S.F.R. Banks 
RESOURCES 


Gold certifs. on hand and 


due from Treasury 
Total reserves ........... 
Total cash reserves ....... 
Total U.S. Govt. secs. .... 
Total bills and secs. ...... 
Total resources .......... 

LIABILITIES 

F.R. notes in cirn......... 
Excess mr. bank res. ....: 
Mr. bank res. dep......... 
Govt. deposits 
Total deposits 
Total liabilities 


Reserve ratio............ 


BANK AND TREASURY 
RESOURCES 
Monetary gold stock...... 
Treasury & bank currency. 
LIABILITIES 
Money in circulation...... 
Treasury cash and dep. ... 


Million $’s 








Aug. 
12, 
1943 


Aug. 
27, 
1942 
20,551 
20,809 

245 


10,031 
12,526 
176 


Ww 
> 
[-] 


22,747 
3,337 


13,057 
2,395 








20,069) 20,050 
20,475 
34 


30,514 


14,522 
1,200 
12,456 
295 
14,040; 14,403 
25,386! 30,514 
86 -4%|70 8% |71 -1%|69 -8% 


22,306 
4,091 


18,101 
2,578 


Aug. 
26, 
1943 
20,036 
20,453 

330 
8,156; 8,777 
8,185) 8,829 
30,510) 30,869 


14,625 
1,290 
12,659 
9 


9 
14,146 
30,510 


14,710 
1,110 
12,702 
304 
14,611 
30,869 


22,291 
4,092 


18,214 
2,378 


22,292 
4,098 


18,303 
2,586 








CENTRAL BANK OF ARGENTINA 


ASSETS 
Gold at home..........6.6.5 
Other gold and for. exch. . . 
Non-int. Govt. bonds..... 
Treasury bonds .......... 
LIABILITIES 

Notes in circulation....... 
Deposits : Government... 

Banks 
Certs. of participation..... 
Reserve FatiO ...... 6c cccce 


June 
15, 
1942 
1,077 
570 


May 
15, 
1943 


392 
1,469 
42 
631 








1,077 
1,468; 
114| 113! 
392 
1,634 
449 
853 
23 16 14 14 
75 6% |82 -2% 82 -5%, 82 -9°%, 


Million paper pesos 


June 
31, | 15, 

1943 | 1943 
1,074) 1,074 
1,508) 1,560 
112! 11] 
sm 391 


1,648 
466 
844 


May | 


1,662 
409 
918 








BANK OF PORTUGAL 


Million 


Balances abroad ......... 
oe Ee ee erat 
vo renee 
LIABILITIES 
Notes in circulation....... 
Deposits : Government... 
Bankers’ ...... 
Others........ 
Foreign commitments... . . 


escudos 
April 

28, 
1943 

13 


_ 


399-1 


Ww 








97 -5}1397 -5)1397 
*7|3697 -9|3697 -9|3724 
212-9) 212-9 


-0|2408 -5;2463 -2/2509 
“114510 -2'4444 -0/4548 
-0} 403-9] 477-6 


5 
7 
3 
8 
4466 -7|5469 -2|5533 -2|5507 
0 
1 
0 
4| 241-6] 241-4 


May 
5, 
1943 


Haan 


399-1 


405 
241 





Aeron 


AUSTRALIAN COMMONWEALTH 


ASSETS 
Gold and English ster. .... 
Other coin, bullion, etc.... 
Call money, London...... 
Secrts. and Treas. bills... . 
Discounts and advances. ... 
LIABILITIES 
Notes issued............. 


Deposits, etc. ............! 


“June | June 


1942 | 1943 
25-95) 35-14 
6-76) 10-57 
38 74) 
101 -75'214 -33 
27 ed 20 -66 


100 -61/138 -36 





49-31) 


BANK—AMillion £A’s 


June 


1943 | 1943 
35-14) 35-14 
10-78} 10-79 
50-71) 45-31 
214 -08 213 -96 
20-79) 21-98 


138 -36 138 -36 


June 





126 -43 178 491180 -52 175 -69 
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Aug. 24, Aug. 30, Aug. 24, Aug. 30, Aug. 24, Aug, 30, 
194 1943 1943 1943 1943 1943 
aa, “eas eines TEXTILES—continued MISCELLANEOUS 
“ —continued CEMENT, best Eng. Portland, d/d site, Lond 
Wheat s. d. s. d. : 3 , 1g I ’ 9 On area, 
No. 1 N.Mt. 496 Ib. f.o.b.St.J.... 46 6 46 10} ee ae 2s fe in paper bags or jute sacks 20 to ton—(a) 
Eng. Gaz. av. cwt. (e)....... 149 14 8 Drill, 30 in. 80 x 46 hth ill as s. d. s. d 
Flour per 280 lb.— 12's & 10% > 93 10 73 10 6-ton loads and upwards per ton 51 0 51 0 
Straights d/d London......... 38 3 Oe, 0 ee ee ee CHEMICALS— 
ng. Gaz., av. percwt.(e) 27 8 27 8 FLAX (per ton)— £ s. £ s. : i 60/0/0 — 60/0/0 
Oats (e) ,, a Re ss 15 1 15 BAVOMIAA DE... cccccccccsccces Nom. Nom. Acid, Oxalic, net......... per ton 65/0/0 65/0/0 
Maize, La Plata, 480 Ib., f.0.b.... 13.104 13 10} Pernau HD..........cccccceees Nom. Nom. a “~~ 
MEAT—Beef, per 8 lb.— HEMP ,, (per ton) — Manilla, spot », Tartaric, English, less 5%. .Ib 3 64 3 6} 
English long sides .............. { 5 4 5 4 yh Ss peer Nom Nom Ammonia, Sulphate. ..... per ton 9/11/6 9/11) 
6 7 6 7 JUTE (pe on)— Nitrate of Soda.......... per ton 10/14/0  10/14/9 
Imported hinds .............. : : : : Daisee 3c.i.f. Dundee......... “4 a Potash, Sulphate Pt epee per ton ae 18/15/0 
M — - { s. d. s. d. a Bicarb. ........... per ton 11/0/0 
— a satis 4 ot : y Common 8 Ib. cops. (per spindle). . 4103 | Py 104 Soda Crystals ........... per ton 5/7/6 5/716 
Pork, English, per 8ib....21.21 8 0 8 0 | g/d) Hessians Ter yd s........, 0 8-20 0.8.20 | COPRA (per ton) —S.D. Straits 
BACON—(per cwt.)—Wilts, cut side 142 0 142 0 10/40 Calcutta Hessians,  Aug.- | AOR Rae eap eS er geipore iar araees Nom Nom 
HAMS—(per cwt.)—Green ........ 147 0 +147 0 Sept., f.o.b. Calcutta, 100 yds.. Nom. Nom. HIDES (per lb.)— s. d. 3. d, 
OTHER FOODS 74/40 - - * Nom. Nom. Wet salted Australian, 40/50 Ib. 0 % 0% 
BUTTER (per cwt.)—All Grades, SISAL (per ton)—African, spot f s. {£os. Queensland........ 
ae = pigeaesnrersereos = 151 4 151 4 —No. 1 delivered.............. 340 34:0 eed eee 9/20 Ib sete e tenes : af 4 i 
per cwt.)— <a : 3 . ) eo ce ceee tees 
Home Produced................ 99 2 99 2 gt pe a i ib ist English & Welsh Market Hides— 
Imported ............ssseeeees 99 2 99 2 Selected blackface, greasy....... 14 14 Best heavy ox and heifer........ : et ) 8 
GOGOA (per cwt.)— Australian scrd. fleece 70’s ...... 37 37 8 
See 45 0 45 0 Cape scrd. average snow white... 293 293 | LEATHER (per Ib.)— . . 
© nese eeee eee eeeeees =o N.Z. scrd. 2nd pieces, 50-56’s ... . 24 24 Sole Bends, 8/14 Ib. ............ H 
COFFEE (per cwt.)— Tops— 4 3 3 
Santos, supr.c. & f. ............ 1 ar R oe a eee 45 45 Shoulders, Insole to Welting..... : : 1 ? 
Costa Rica, medium to good..... 200 0 200 0 56’s super carded ............ 39 39 : 0 7% 0 7 
a 48’s average carded .......... 31 31 DE ccsuxdesecs+ese dase enes 1 2 : 
Sees ¢ no a ~ te eeeee = ; = ; 44’s prepared .........eeeeeee 293 293 2 3 1 : 
cwt.)—Iimported....... ‘. . vA 
POTATOES ag . MINERALS Dressing RE is ask betinw 2 9 29 
English, new ..........2.00000- Oe 1 Ge ee ~oereo 3% $4 | PETROLEUM PRODUCTS (per gal.)— 
3 Welsh, best Admiralty.......... Motor Spirit, England & Wales... 1 10 1 10 
SUGAR (per cwt.)— 7: (b) Kerosene, Burning Oil 1 0} 1 Of 
Centri TT. 96°, prpt. shipm. Durham, best gas, f.o.b. Tyne ... 317% 631 7} ” Vaporising Oil ..... : 4 ee 
oid, U.K jCont. ....:........ : Sees 32 7} 32 Th (b) Automotive gas oil, in bulk. 
Rerinep Lonpon— IRON AND STEEL (per ton)— ‘ <1 “th ate on , 1 7 17 
Granulated, 2 cwt. bags....... y 4910 49 10 Pig, Cleveland No. 3, djd........ 128 0 128 0 Fuel Sil in bulk England “and { 
Granulated, 2 cwt. bags, domestic Bars, Middlesbrough............ 312 6 312 6 Wales — , 
consumption .......+......+5 21 7 30 ll Steel, rails, heavy .............- 90 6 290 6 anni 0 10} 0 10 
eechteaitintieaiatinens 476 47 6 Tinplates (home ic. 14 x 20)... 29 9 29 9 eee cscs. ae 0 i 
acai 5010 =50 10 NON-FERROUS METALS (per tonr)— ees nnn : 40 0 40 0 
TOBACCO (per Ib.)— a calle Copper (c)—Electrolytic......... J a, 62/0/0 | ROSIN (per ton)—American....... 43 0 43 0 
in—Standard cash ............ 75, 275/0/0( b.)— 
Satien stemmed end unctommed, 56 56 | Lead (4)—Sult, Seonign, coh .... SHOU S00” | “Stems eneet......... -- +4 
Rhodesian, stemmed and un-f 1 4 1 4 Spelter (d)—G.O.B., spot........ 25/15/0 25/15/0 ane 
Ei. crb+htesssisdoeaae 3 66 3 4 Aluminium, ingots and bars ..... ae 110/0/0 SHELLAC (per ton)—TN Orange.. 205/0/0  205/0/0 
: x 10/0 a 10/ 
COTTON (per Ib.) — TEXTILES ; ‘ wichaal, home delivery coeeaeeee 195/0/0 195/0/0 TALLOW (per ton)—London Town 31/0/0 = 31/0/0 
Raw, Mid-American ............ 7°80 7-80 Antimony, English, 99% ........ 120/0/0 120/0/0 VEGETABLE OILS (per ton net)— , 
pp MME, RES, on ceseccccccs 10°55 10-55 Wolfram, Empire ..... per unit 2/15/0 = 2/15;0 EROMERT BAW o.<00ss000cces00ee 50/0/0 — 50/0/0 
Yarns, 36’s Ring Beams......... 18-09 18-09 , 5/0/0 5/0/0 Rape, crude ..........eeeee0005 60/0/0 — 60/0/0 
» 42's Cop Weft........... 17-80 17-80 Platinum, refined ........ ee s/10/0 . aoe Cotton-seed, crude eee te cases ras suas 
60’s Twist (Egyptian) .... 26-50 26 -50 icksilv oconut, crude..........e.eee0- / 0! 
Cloth, per 100 — sd 8.4. sine nila oats Ib.{ 69/15/0 69/15/0 (een ent a eR 29/15/0  42/5/0 
31 in. Pri ter, 64 x 64, s. d. s. d. Oil Cakes, Linseed, Indian, ex-mill 11/2/6 —11/2/6 
36's & 42's............ ll #3511 GOLD (per fine ounce) ............ 168 0 168 0 Oil Seeds, Linseed— 
Cambric Shirting, 32} in. SILVER (per ounce)— en RIO ree 31/5/0 = 31/5/0 
72 x 60, 24s & 24’s.. 47 2 47 2 er co asi h aaah ouns sen 114614 TURE S52 Ss caauiceseansiosk 33/5/0 33/50 


(a) + 7s. per ton net paper bags, jute sacks. charged Is. 9d., credited 1s. 6d. on return. 
(d) Including import duty and delivery charges. 


Aug. Aug. 
24, 30, 

1943 1943 

@RAINS (per bushel)— ° Cents Cents 
Wheat, Chicago, Sept........... 144 146} 

. wen ag See ee 10' 109} 
Maize, Chicago, Sept............ 107 107 
Oats, Chicago, Sept............. 72 744 
Rye, Chicago, Sept. ............ 1003 1023 
Barle , Winnipeg, Oct. ......... 643 643 

METALS (per Ib.)— 
i Ln 12-00 12-00 
Tin, N.Y., Straits, spot ......... 52-00 52-00 
RY 6 -50 6 -50 
Spelter, East St. Louis, spot..... 8-25 8-25 





(e) Average for weeks ended Aug. 21 and Aug. 


(b) Higher Pool prices in some zones. , 
28. (f) Price at which Ministry of Supply supplies consumers delivered works. 





AMERICAN WHOLESALE PRICES 





Aug. 
24 
1943 
MISCELLANEOUS (per lb.)— ~ Cents 
Cocoa, N.Y., Accra, July........ 8-81 
Coffee, N.Y., cash— 
Co SC eee 
Santos, No. 4..........0005 3st 
Cotton, N.Y. Am. mid., spot..... 20 -92 
* Am. mid., Sept.......... 20 -18 
Cotton Oil, N.Y., Sept. ......... 14-15 
Lard, Chicago, Mar. ............ 13 -80 
Petroleum, Mid-cont. crude, per 
BE 555465 snnbsassne sss ox 117 


t Trading suspended. 





Aug. Aug. 
30, 24, 
1943 1943 
Cents MISCELLANEOUS (per lb.)—coné. Cents 
8-81 Rubber, N.Y., smkd. sheet spot.. —...f 
3 ” ” Jan.-Mar. ee ee eeee a, 
4 Sugar, N.Y., Cuban Cents., 96 deg. 
= 4 Gs <ssseeen basbobenbneeses 3°74 
14-15 Sugar, N.Y., 96 deg., No. 4, f.o.b. 
13-80 SN, Ss 5 5.5 000.000 040905: om, 9 
Moody’s Index of staple com- 
117 modities, Dec. 31, 1931=100.. 245-4 
t Nominal. 


(c) Price is at buyer’s premises. 


Aug. 
30, 
1943 
Cents 
oe 


iat 


t 3-74t 


247:1 





(Continued from page 348) 


The following 


table summarises the Exchequer returns to date 
(August 28th) and shows the respective shares of revenue and 
borrowing 


in meeting expenditure ; — 
£000 























use ; 143 freight locomotives and 1,600 wagons have been 
sent to Russia. Over 100,000 railwaymen are in the fighting 
forces, and the labour force now consists of 500,000 men and 
100,000 women. 


Harvest Workers.—It is expected that the number of town 


Aug 
3 


1943 


120°8 
182°3 
148.4 


————<—$ —— 


Aug. 


1943 


120°5 
182 ‘3 
148.2 


Total eofinary on diture . . 2,204,715 Total ordinary revenue ...... 1,002,69 dwellers who have helped to gather in the harvest and have 
— pow —— ’ 50, oy tal (net)...... 63,112 stayed in the holiday camps organised for the purpose will num- 
“ Other debt external... 4,054 3% Savings Bonds 1960-70 214,994 ber 150,000 before the field work has been completed. In addi- 
Bank of Englend Adv..... 6,500 Nat. War Bas. 1980-61 i Bi tion, 50,000 schoolchildren will have worked on the land. Help 
gg a ag eee ’ has also been given by local residents and week-enders who are 
3% Terminable Annuity .. 120,000 
Nat. Savings Certs. - .. 138,450 members of land clubs. 
“Other debt,” inieraal... 4.648 “ THE ECONOMIST " SENSITIVE PRICE INDEX (1935=100) 
Trea sary Dezel Boserees: 6,000 igeh 
net) :— j 
Tre as ils ne 225.2 48 | Aug. “7 i Aas. | 
ic Dept. Adv....... , ’ : . ‘ 
Miscellaneous receipts. ..... . 10,767 | — ened —_ -_ 
Decrease in balances........ 93 7 
nt ecawak 120-5 | 120-7 | 120-7 | 120-7 | 
: agama £2,298,878 Raw materials............. { 192-3 | 182-3 | 182-3 | 182-3 | 
The items shown as net are given after allowing for repayments Index............ 148.2 | 148.3 | 148.3 | 148.3 | 
and receipts. . 
Mar. Aug. Aug. July | 
INDUSTRY AND TRADE on oo a 943 | 
: - ‘ 1937* | 1939 1942 1943 | 
Railway Statistics.—Since the outbreak of war, British rail- we | wa | uve | i201 | 
ways have moved over 1,000 million tons of freights and have 207-3 | 122-9 | 172-7 | 182-3 | 
run <% special trains for the transport of troops and equip- 175.1 | 106.4 | 142.7 | 147.9 
ment. The equivalent of thirty divisions a week is at 


earried in special trains. There are 20,000 steam 





present 











locomotives in 


* Highest level reached during 1932-37 recovery. 








Septem 


—_—_—_——" 


a... 
rew 
i eld 5 
Marston, 1 hor 
Strettons Derb 
Watney, Comb 

Coal, | 
Butterley Co. . 
Head, Wrights 

Financ 
Armstrong Wh 
Metropolitan EF 
Niger Compan; 


Anglo-Iranian | 


Aberfoyle Plan 
Banteng (Selan 


Kepong (Malay 
Lawas (Sarawa 
Port Dickson— 
Selangor Unite 
Sungei Geltah 

Tonghurst.. . 7 


Coast Lines. . . 
Alliance Tea Cc 


Isa Bheel Tea ( 


Kerala 
Pathini Tea Co 


English Sewing 
Tramwa 
Madras Electri 


Land Revenues 
Second Consoli 


East Worcester 
Othe 
Aeroplane & M 
Atkinson (J. & 
Barnagore Jute 
Budgett (H. H 
PBush (W. J.) & 
Cowburns & Sc 


Glamorgan Wa 
Gossage (Willia 
Howden (Jame 
Manchester Do 
Manchester Shi 
Neuchatel AspI 
North Central | 
North Glamorg 
(Thomas 
Pears (A. & F.) 
Richardsons, \ 
Sugar Est 
Thorn Electric: 


Totals (£000's) 


August 18, 194, 
January 1, 194 


sstaitiieinsseitentines cemicss 
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143 
COMPANY RESULTS (August 18, 1943, to September 1, 1943) 
= * pany Net Available Appropriation Preceding Year 
ug. 30, ear oO eprecia- t ‘or 7 ; 
1943 Company Ended Profit | tion, etc. | after Deb. | Distribu- | +e : 
terest ton Pref. Ord. Rat To Free | in Total Net Ord. 
— Div. Div. ate | Reserves | Carry Profit Profit | Div. 
M. area, | Forward 
——_— 
, | 
si . ee ea £ £ £ £ £ £ % £ £ | £ £ % 
’ Emi Brewery ... nth ae He Pamaleaas June 30 51,110 om 41,210 41,210 6,000 35,210 | 35-21 ne 49,818 39,918 | 33-91 
60/0/0 rheld Ts Se une 30 32,249 301 12,669 40,755 3,438 9,150 10 ae + 81 31,799 12,633 10 
65/0/9 (Marston, Thompson & Evershed .... ar. 31 | 361,663 a 64,809 | 232,361 15,000 47,200 | 20 aa + 2,609 305,066 67,429 | 20 
s. d Strettons Derby Brewery........... June 30 245,452 a - 56,158 107,887 6,300 48,750 | 323 864} + 244 253,255 55,102 | 323 
3 6} Watney, Combe, Reid & Co. ........ June 30 | 1,739,596 as 397,835 752,283 || 107,144 288,093 18 wes + 2,598 || 1,768,104 418,005 18 
9/11/6 Coal, Iron and Steel 
10/14/9 fy Butterley Co.........seceeeeeeeees Mar. 31 408,817 xis 166,033 | 229,292 21,250 108,000 | 12 35,000 | + 1,783 265,393 |- 124,098 | 10 
18/15/0 Head, Wrightson & Co. ............ April 30¢c} 198,843 30,000 21,093 48,741 5,074 9,450 6 4,970 | + 1,599 184,679 20,929 6 
11/0/0 Financial, Land, &c. | 
5/76 Armstrong Whitworth Securities .... | Mar. 31 11,690¢ ee 4,657c 28,846 ea wee \ ae + 4,657 7,389 2,725 | Nil 
Metropolitan Housing Corporation... | Mar. 31 106,532 Like 11,321 34,816 eee te Ue nee + 11,321 92,315 | Dr. 4,142 | Nil 
x Niger Company . ‘oni er Sr Dec. 31 | 1,049,047 ses 955,600 | 1,214,480 See 517,500 | 67 | 250,000 |+ 188,100 1,045,648 888,146 6+ 
vom 
| iapntenion OS = Bir y ciniahtavece Dec. 31 (12,717,628 |2,000,000 | 5,290,282 | 6,477,401 ||1,071,234 | 4,027,500 | 20 < + 191,548 || 6,222,175 | 2,667,315 7k 
ubber 
9 1% PB Aberfoyle Plantations.............. Mar. 31 787 =e 183 6,277 awe pate j « (Dr. 8,100 | + 3,283 3,912 960 | Nil 
0% Banteng (Selangor)................ April 30 213 hes Dr. 277 6,216 ae ee nee ae — 277 6,631 63 | Nil 
0 ¥ Ne G65 aie lures) 6'5 065s 06 04.8018 Mar. 31 600 aaa 93 8,125 od os oa poet + 93 7,633 2,060 | Nil 
Ee SONGre ere rere Mar. 31 179 men Dr. 1,441 5,776 a j Se? .» |Dr. 3,843 | + 2,402 1,201 | Dr. 295} Nil 
0 6 Eee re Mar. 31 615 See 63 1,660 pee | eae «. |Dr. 2,917 | + 2,980 4,814 759 | Nil 
0 8 RS re Re Dec. 31 3,889 son 2,442 6,866 sas 1,793 6 ee + 659 4,754 3,567 7 
BGs 6 5+ 9:9:0.0:60.0.46:5 5 00 60s 0045 04.08 Mar. 31 901 ne 272 8,943 ioe | ies eet + 272 10,799 3,364 | Nil 
19 ate a cgi May 31 281 aie Dr. 57 12,184 - 57 9,375 1,649 | Nil 
4 3 Kepong (Malay) cha paca ts aida etd siete eie Dec. 31 |Dr. 12,274 es Dr. 16,416 30,008 — 16,416 284,011 63,404 5 
1 3. [plawas (Sarawak)... Dec. 31 520 ae Dr. 3,875 2,116 — 3,875 38,935 11,746 | Nil 
2 4 Port Dickson—Lukut Ea eaie want acee Mar. 31 835 eve 165 14,188 | a + 165 11,850 40 Nil 
0% Selangor |. 5 Ea : | Mar. 31 | Dr. 942 ae Dr. 942 11,370 ! ca - 942 7,978 1,942 | Nil 
12 eee Mar. 31 771 es 35 10,538 | Dr. 3,274 | + 3,309 9,686 1,843 | Nil 
2 3 Tonghurst. . . ‘a aa : pas Nis scotch eee Mar. 31 436 ‘en Dr. 74 4,024 ane waa _- 74 5,892 800 | Nil 
9 z Pping 
* Coast Lines... .. SE aeeemneea Dec. 31 321,863 = 142,941 271,610 97,125 | 30,000 3 + 15,816 338,949 121,926 23 
ea 
1 10 @aAlliance Tea Co. of Ceylon ......... Dec. 31 31,417 6,835 7,203 14,776 oe 6,037 6 1,000 | + 166 28,761 12,362 6 
a ee aa ... | Dec, 31 96,263 nae 7,297 15,644 1,980 5,225 | 8 a + 92 50,772 8,117| 8 
ae Derby Tea Co........... ... | Dec. 31 11,143 an 2,470 11,116 517 1,951 7h a + 2 16,420 3,396 10 
: Ceylon Tea Dec. 31 34,648 4,870 6,479 13,077 aan 4,508 6 1,500! + 471 | 27,187 9,487 6 
Tf §lsa Bheel Tea Co. ... ... | Dec. 31 48,555 nee 8,104 11,715 | 358 | 5,552 20 2,500 | — 306 23,717 4,321 15 
Kerala Dae ara ea sea b Grech rans ... | Feb. 28 4,539 a 1,950 2,845 ere } 1,000 5 1,000 | — 50 2,637 1,479 5 
10} Pathini Tea * re m SE ee Dec. 31 31,374 ask 7,630 8,602 1,163 | 5,502 15 | 1,580; — 615 23,487 8,471 15 
‘extiles | | 
0 11} English Sewing Cotton............. Dec. 31 226,914 38,479 168,935 290,680 50,000 | 100,000 5 + 18,935 261,243 201,071 7k 
40 0 Tramway and Omnibus | 
43 0 [Madras mee” ~<a 2d one Dec. 31 24,039 10,000 3,127 18,342 + 3,127 30,056 9,013 | Nil 
rusts H 
1 6 Land Revenues Trust.............. June 24 44,724 ee Dr. 1,433 6,975 = j <a | — 1,433 41,454 | Dr. 644 | Nil 
05/0/9 Second Consolidated Trust ......... June 15} 77,181 |... 21,128 | 21,803 || 21,000; ... | | + 128 70,842 | 15,675 | Nil 
Waterworks | 
31/0/0 East Worcestershire Waterworks.... | June 30 18,575 | nee 4,441 22,242 1,181 | 2,000 10 2,000 | — 740 19,425 5,544 10 
Other Companies 
; Aeroplane & Motor Alumin. Castings | Mar. 31*} 33,587 | 12,131 6,836 21,192 aes 5,000 | 10 aus + 1,836 34,717 3,396 | 15 
50/0/0 Atkinson (J. & E.) .........c cece Dec. 31 66,085 ane 66,085 71,562 3,000 18,250 5t 40,000 | + 4,835 57,572 27,572 24t 
60/0/0 Barnagore Jute Factory............ Mar. 31 83,012 36,202 45,060 71,996 10,000 41,250 15 aoe — 6,190 106,809 60,943 123 
52/2/6 Budgett (H. H. & S.) & Co. ........ Feb. 28 71,682 nies 14,247 43,182 20,250 wea re — 6,003 116,519 16,488 | Nil 
49/0/0 § PEE. J) HCO, ond ccc ciccee Dec. 31 153,304 14,005 43,676 222,017 6,250 25,000 10 + 12,426 160,818 56,193 10 
42/5/0 Cowburns & Scotts (Beverages) ..... Mar. 31 11,520 eee 3,705 6,133 aus ,675 7 +- 12,430 895 
11/2/6 Davy & United Engineering........ Mar. 31 214,232 34,204 40,745 180,006 mee 23,531 7h poe + 17,214 171,056 43,532 7 
Downing (CRE LES oe Mar. 31 12,585 pa 9,868 31,544 oe | poe nes ne + 9,868 28,678 25,690 | Nil 
31/5/0 IN ooo kia fis. n.< occ'4.0.0ie%s's April 30 24,495 — 6,845 13,366 nes 2,500 5 5,000 | — 655 26,976 12,326 
33/50 | Glamorgan i eee Nov. 30 3,994 Ae 3,694 28,280 ee 1,217 | pee + 2,477 4,155 3,855 5 
7 Gossage (William) & Sons.......... Dec. 31 307,396 wa 293,191 369,542 71,250 210,000 30 ee + 11,941 297,112 296,118 30 
1 works, Howden (James) & Co. ............ April 30 138,937 21,000 31,530 50,724 ae 17,850 15 10,000 | + 3,680 114,762 99 15 
Manchester Dock, &c., Extension ... | June 24 44,133 meee 12,390 13,232 9,065 3,125 2} ee 7 200 43,519 24,025 24 
Manchester Ship Canal Warehousing. | June 24 13,685 ne 2,938 5,126 3,187 me ees -- 13,694 2,013 | Nil 
Neuchatel Asphalte Co. ............ Dec. 31 66,239 we | 16,273 50,283 10,000 | 8,397 , — 2,124 48,900 6 14 
North Central | ee aes June 30 92,863 wens 21,008 39,134 8,125 8,437 Th a + 4,446 83,028 18,222 7k 
Aug. North Glamorgan Wagon ......:... Mar. 31 3,794 aaa 07 27,602 wae 912 5 esa + 2,158 4,151 , 

30, Owen (Thomas) WON 60 05:65 00sec Mar. 31 134,805 25,000 64,357 163,790 12,209 21,750 15 40,000 | — 9,602 110,388 64,504 123 
1943 Pears | 5 ee reer Dec. 31 110,870 ate 101,084 131,051 50,400 40,000 20 eae + 10,684 105,014 98,931 20 
Cents Richardsons, Westgarth & Co: ...... Mar. 31 116,588 32,732 44,411 169,850 nie 35,387 8 100,000 | — 90,976 106,300 35,402 8 

Sugar eae Dec. 31 231,643 20,000 102,908 156,509 22,500 77,000 ll aa + 3,408 172,000 85,183 9 
+ orn Electrical Industries......... Mar. 31 83,831 Ra 24,675 33,590 1,500 10,000 20 13,000 | + 175 87,311 33,682 20 
“T olals (£000's) : No. of Cos. | . 
ugust 18, 1943, to September 1, 1943 61 20,109 2,316 8,362 11,994 1,642 5,817 |... 500 | + 403 || 13,589 5,750 |... 
3-744 ponMary 1, 1943, to September 1, 1943 1,388 | 291,912 | 25,750 | 123,248 | 209,563 28,408 | 77,663 | ... 13,721 | + 3,456 | 278,848 | 118,087 
ete \ | oo 
# * 1942. + Free of Income Tax. ~ (c) 15 Months. t For half-year. 
47:1 
INVESTMENT Dai_ty AVERAGE OF 50 CoMMoNn STOCKS 
ae bd 
Stock Exchan es ; London 1943 Average | Transactions 1943 Average | Transactions } 
been | ** FINANCIAL NEws ”’ INDICES Aug. 19... 117-9 469,000 Aug. 23... 115-0 719,000 
shting ise 7 - - 7 117-0 | 544,000 an Bees 115-8 483,000 
‘ - | sea | Security Indices as nie 116-1 326,000} | aa) eee 116-1 457,000 
_ oe | Cones. ———- ii 
_— = 1942 | 30 Ord. 20 Fixed 1943: High, 125-4 (July 14); Low, 99-3 (Jan. 2). + Two-hour session. 
| shares* Int.t 
have ae 
I: | sf ££ eS | 
x See . . 5 ° 
Help [2 Moe «6972 4,189 104-5 133-3 Capital Issues 
po p23 yee 5,995 3,593 104-7 133-3 
10 Ju 1, 1935=100. } 1928=100. 30 Ordinary shares, 1943: highest, 105-4 Week ending Nominal Con- New 
mA 13°93 Gare ab (Jan. 4). 20 Fixed Int., 1943: highest, 136-8 (Jan. 22) ; September 4, 1943 Capital versions Money 
)0) £ £ £ 
a To Shareholders Only............ 944,280 1,056,083 
Aug New York Particulars of Government issues appear on page 349. 
31, , : 
1943 STANDARD Statistics INDICES Your? qe: a. 
——. }___ (WEEKLY Averacgs) (1935-36=100) | ERROR PRT ae Dae ae 1,214,250,642 1,194,798,854 
1208 1943 TS Forces cobs ibe ros io Do aba dew-ese nen Retie 1,050,930,802 1,036,210,064 
182 °3 Aug. Aug. Aug. 
148.4 Low High 11, > 25, 
— <¥ July 1943 1943 1943 Destination* Nature of Borrowing* 
Aug. ~~ 
24, ppodstrals........ 81-1 103°5 96 -4 72 7 Brit. Emp. _ Foreign 
1943 Eee 72-6 99-9 90:3 a 9 - 5 Yeart U.K. ex. U.K. Countries Deb. Pref. Ord. 
_ Pp Utilities: | ° 55555": 67-9 89.662 | 85-6 86 -4 89-6 £ £ £ £ £ 
120°5 $ 1943... . 1,191,574,334 2,585,843 638,677 | 1,184,329,011 1,652,701 8,817,142 
182-3 1 tocks . ee 78-5 100°9 94-4 95 -2 85-7 1942....1,035,805,592 349,272 55,190 | 1,029,461,542 731,318 6,017 194 
eS = 2 4-68 4-64 4-71 * Conversions Excluded. + Includes Government issues to August 24, 1943, only. 




















* 50 Common Stocks. (a) Aug. 25. Above figures include all new capital in which permission to dea has been granted. 
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THE SCIENTIFIC PREVENTION 


* COLDS 















HOUSANDS who used to catch colds 
easily will again experience a winter free 
from colds. They are users of SEROCALCIN 
} tablets and each Autumn they take the 
immunising course which gives complete 


protection against colds in 8 out of 10 cases. 


How it is done 

SEROCALCIN acts. by 
stimulating the natural de- 
fence powers of the body. 
It enhances the resistive 
capacity against invading 
organisms that cause colds 
and prevents a cold before 


Proved by Tests 

Tests by Doctors in private 
practice, Hospitals and Fac- 
tories have established the 
claims made for SERO- 
CALCIN and confirm its 
ability to give successful 
results in 80 per cent. of 
cases. 


it happens. 


Simple and Safe 

The immunising course con- 
sists of 60 SEROCALCIN 
tablets taken at the rate of 
two daily for thirty con- 
secutive days. In 80 per 
cent. of cases this course 
gives complete immunity 
against colds for a period 
of 3 to 4 months. There 
are no “ drugs” in SERO- 
CALCIN—it is perfectly 


Supplies and Prices 

Hospitals, Schools, Munition 
Factories and export trade 
have first claim on supplies, 
but most Chemists have 
adequate stocks. The im- 
munising course of SERO- 
CALCIN (Reg. Trade Mark) 
costs 8/54 inc. tax. In- 
dustrial and School Medical 
officers, nurses, welfare work- 
ers, Labour Officers and 
interested members of the 
public are invited to write 
for a booklet “ Immunity 
safe both for adults and from colds” which will be 
children. sent on receipt of 1d. stamp. 


SEROCALCIN PREVENTS COLDS | 


Harwoops LABORATORIES LTD., Rickmansworth Rd., WATFORD, Herts. 






























White Horse is a tonic when you are 
jaded in body or mind, and if you are 
in lighter mood it puts a finer point on 


your enjoyment. 


WHITE HORSE 


MAXIMUM PRICES: Bottles 25/9 ;—Half-Bottles 13/6 




















Siew ft 
Br APPOINIMENT 


Vitamins in chocolate 


Quality of Reproduction | for liberated Europe 


For nearly half a century the world’s greatest artists 
have entrusted the permanent reproduction of their 
art to “His Master’s Voice” —exclusively. Purity 
of tone and quality of reproduction have therefore 
become a tradition with “His Master’s Voice” .. . 
a tradition which ensures that ‘‘ His Master’s Voice” 
radio sets and radio-gramophones enable you to hear the 
world’s greatest artists as they would wish to be heard. 


The British Government, having examined 
all the ways in which sufficient vitamins could 
be provided to the under-nourished children 
of liberated Europe, have arrived at the con- 
clusion— as Rowntrees did in 1938 — that 
chocolate offers one of the best vehicles for 
carrying added vitamins. In chocolate, the 

















vitamins retain practically all their potency. 

Before the war, Rowntrees, alone among 
British manufacturers, pioneered the addition 
of vitamins to cocoa and chocolate. Their 
object was to enhance the protective value of 
these already highly nutritious foods. 

Today, when the Allied Governments are 
faced with the enormous problem of re- 
habilitating each occupied territory as it is 
freed, Rowntree’s experience of fortifying 
cocoa and chocolate with vitamins on a large 
scale is proving of great value. When the war 
is won, this experience will again be used for 

the benefit of the British public. 
Receivers are available for the time being 
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“HIS MASTER’S VOICE” 


RADIO RECEIVERS — RADIO-GRAMOPHONES 
We regret that no Radiograms or Radio 
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